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TITLE 3—THE PRESIDENT 

EXECUTIVE ORDER 10757 

Creating an Emergency Board To In¬ 
vestigate a Dispute Between Eastern 
A m Lines, Inc., Trans World Airlines, 
Inc., United Air Lines. Inc., North¬ 
west Airlines. Inc., Northeast Air¬ 
lines, Inc., Capital Airlines. Inc., and 
National Airlines, Inc. # and Certain 
or Their Employees 

WHEREAS a dispute exists between 
Eastern Air Lines. Inc., Trans World Air¬ 
lines, Inc., United Air Lines. Inc.. North¬ 
west Airlines. Inc., Northeast Airlines, 
Inc.. Capital Airlines. Inc., and National 
Airlines, Inc., carriers, and certain of 
their employees represented by the Inter¬ 
national Association of Machinists, a 
labor organization; and 
WHEREAS this dispute has not here¬ 
tofore been adjusted under the provisions 
of the Railway Labor Act, as amended; 
and 

WHEREAS this dispute, in the judg- 
ment of the National Mediation Board, 
threatens substantially to interrupt In¬ 
terstate commerce to a degree such as 
to deprive a section of the country of 
essential transportation service: 

NOW. THEREFORE, by virtue of the 
authority vested In me by section 10 of 
the Railway Labor Act. as amended (45 
U. 8. C. 160). I hereby create a board 
of three members, to be appointed by 
me, to investigate the said dispute. No 
member of the sold Board shall be 
pecuniarily or otherwise interested in 
any organization of employees or any 
carrier. 

The Board shall report its findings to 
the President with respect to the said 
dispute within thirty days from the date 
of this order. 

As provided by section 10 of the Rail¬ 
way Labor Act, as amended, from this 
date and for thirty days after the Board 
has made its report to the President, no 
change, except by agreement, shall be 
made by any of the said carriers or their 
employees In the conditions out of which 
the said dispute arose. 

Dwight D. Eisenhower 

The White House, 

February 27, 1958. 

IP. R. Doc. 58-1000; Piled, Feb. 28. 1858; 

I0:i6 a. m J 


This issue includes two parts bound 
together. Part // contains a revi¬ 
sion of the Air Force Procurement 
Instructions, 32 CFR Parts 1001- 
1080. 


TITLE 8—aliens and 

NATIONALITY 

Chapter I—Immigration and Natural¬ 
ization Service, Department of 

Justice 

Part 235a— Prexamination of Aliens 

Within tue United States 

PREEXAMINATION ELIGIBILITY 

The following amendment to Chapter 
I of Title 8 of the Code of Federal Reg¬ 
ulations is hereby prescribed: 

The first sentence of l 235a 1 Applica¬ 
tion is amended to read as follows: “Any 
alien, except a citizen of Canada. Mexico, 
or islands adjacent to the United States, 
shall apply for preexamlnation on Form 
1-63 If he intends to apply to a consu¬ 
lar officer of the United States In Canada 
for an immigrant visa and he believes 
that he will be admissible to the United 
States under all the provisions of the 
immigration laws if In possession of an 
immigrant visa, or that he is prima facie 
eligible for a waiver of excludability un¬ 
der section 5 or 7 of the act of September 
11, 1957; that he will be able to obtain 
the prompt issuance of an immigrant 
visa, and that he is a person of good 
moral character." 

(Sec. 103. 66 Stnt. 173; 8 U. S. C. 1103) 

This order shall become effective on 
the date of its publication in the Federal 
Register. Compliance with the provi¬ 
sions of section 4 of the Administrative 
Procedure Act (60 Stat. 238: 5 U. S. C. 
1003) as to notice of proposed rule mak¬ 
ing and delayed effective date is unnec¬ 
essary In this instance because the rule 
prescribed by the order relieves a re¬ 
striction and is clearly advantageous to 
persons affected thereby. 

Dated: February 26.1958. 

J. M. Swing. 

Comissioner of 

Immigration and Naturalization. 
IP. R. Doc. 58-1560; Filed, Feb. 28, 1958; 

8.49 a. m.] 
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TITLE 14—CIVIL AVIATION 

Chapter II—Civil Aeronautics Administration, Department of Commerce 

| Arndt. 59) 

‘Part 609— Standard Instrument Approach Procedures 

PROCEDURE ALTERATIONS 

The standard Instrument approach procedures appearing hereinafter are adopted to become effective when indicated 
In order to promote safety. Compliance with the notice, procedures, and effective date provisions of section 4 of the 
Administrative Procedure Act would be impracticable and contrary to the public interest, and therefore is not required. 

Part 609 is amended as follows; 

Note: Where tho general claaatocatlon (L/MFR, ADF. VOR. TerVOR. VOR DME, ILfl, or RADAR), location, and procedure number 
(if any) of any procedure In the amendments which follow, are identical with an existing procedure, that procedure Is to be substituted 
for the existing one, as of the effective date given, to the extent that It differ* from the existing procedure: where a procedure is cancelled, 
the existing procedure Is revolted: new procedures are to be placed In appropriate alphabetical sequence within the section amended. 

1. The low or medium frequency range procedures prescribed in } 609.100 (a) are amended to read in part: 

LFR Staxpaid IxsrXUMXJfT ArraoAcit Poocaocsm 

Bearings, beading*, course* anil radial* are magnetic. Elevation* and Altitudes are In feet MSL. Celling* are in bet above airport elevation. Distant** are In nautical 

^^anSshwSomtspitfSMli tyw?«Lil5^a?Sl?lirlow named airport. It »hall be lit accordance with the Mkmtn« Instrument approorh nroerdyre, 

•m an apiwmeh b conducted In acconUnor with a tUffrTent procedure (or Nth air|«*t authorized by the Administrator of ChrH AertmauUm. Initial approach** shall lip 
u A«w *tw. .(fiiuiw. Minimum altitude shall i-urmnood with ihoae ralahlielMti for en routs ocaTatton in the particular arcs or a* set forth below. 


unless i 
made over specified routes. 


Transition 

CeUIni 

t and vkJblUty minimum 

• 

From— 

To- 

Course and 
dbtanew 

Minimum 

altitude 

(feet) 

Cundi tum 

2-enrtno or kn* 

More than 
2-citg liar, 
lunrr than 
65 knot* 

flfl knots 
or leas 

Mnrr than 
65 knot* 

Lm Err mm FM f Final)__ 

HKftd.FR.-_ 

Dlnd... 

too 

LMJ0 

T-dn- 

C^rln.. 

$-dn-l7R. 

A-dn.. 

200-1 

40U-I 

400-1 

DUO-2 

*0d 
500-1 
400 1 
D0O-2 

sa-b 

tool 

D00 J 

Brow ns v ilk NOR.... 

BKO-LFH. 

i ■ ■.- 


Fiwdura turn W *ldc N m. 04 Oulhnd, 154 Inbnd, 1300' within 10 mile*. Beyond 10 nifkra N A. 

Minimum altitude over facility on fln^ai^iruach cn, W30. 

HvUual wihscTn < a£l b! [ mton liwm to authorised hunllrvf minimum* or If landing not accomplished within 2,0 ml, climb to 1200* on S en within 10 miles. 

Caution; 1MT water tank 0.5 mL W of airport. 

Clay Brownsville: 8Ute, Tta.: Airport Name, Rio Grande Valley InternalInrul: Fler., 22*; Far. niaaa, 8BRAZ; ldml., BRO; Procedure No. 1, Arndt. •; Eff. Dale, 4 fob 58; 
' Sup. Arndt. No. 7; Doted. 8 Jau. 55 

2. The automatic direction finding procedures prescribed In i 609.100 (b) are amended to read in part: 

ADF Standard lMfSBUifV Aw«oaoi Paontot** 

IWlng*. bending*. eourms and radial* ar* magnetic. FJevaikwi* and altitude* are In (ret M8JL Celling* are In feet above airport ekration. Distance* are In nautical 

Im unfiu otlwvwhc tndUwt'd. except vtsfbtllUee which are In statute tufka. _ .. . .. . _. . . __. 

If an Inetrumriit apfirnadb prcxvdur* of the above type t» oonductid at the below nnmod atrport. it dmll he in accordance* with the followtnf Instrument approach i*u«dure, 
>ss on apiwuaeh * conducted in aorordaiKv with a different procedure for such airport authorized by the Adiuinietraior of ClvU Aeronautic*. Initial ap|iro«ch<* dull be 
Lc over specified route*. If minium altltudca dmll ctjrrr*poc>d with Ihoae established for en route operation m the par tkubu ares or as set forth below. 


mil 



Transit ion 



Celling and visibility minimum 

a 



Course ami 
db 1 ju lev 

Minimum 


2-engtna or less 

Mat* t bun 
2<cn«tiir 
more than 
65 knot* 

From— 

To- 

aim mis 
Heel) 

Condition 

65 knot* 
or ksn 

More than 
65 knots 

Detroit I.F k 

FRI) Itltn... 

Direct.. 

2000 

T-da_ 

200-1 

200-1 

«o-tt 


FHI) HRn,. 

Dim*.. 

»*« 

C-dn. 

400-1 

500-1 

500-11* 

Milan VUK if. , 

KRD lllin... 

Direct...,. 


tv-«in-22R and 

400-1 

400-1 

400 1 


FKU KBn____ 

vu n I* Hr * 

Direct.. 

nirvft 

.V«SI 

2UU0 

32L. 

800-2 

6002 

M0-2 

balms int". ... . . ■ — m 

• Iasi AlU > ,, <t<>> » # a»^^»»saasaaaa4 




Smi • Radar transit Urn* to final approach cr* author terd. Aircraft will he released for final appmach without prorwdore lum on Inhod final approach era at Iraat 2 S miles 
from FRl) KBn. Refer to Radar Approach Procedure (Willow Run) if detailed in formalism on set-tor altitude* la desired, 
iTMvdurr turn. N ntde of cr*. 050 Outbnd, Zfo Inbnd. 200 if within 0 tuiks. N A beyond W) uilka. 

Minimum altitude over facility on final awrnneb cr*. IUJ0\ 

ircbui ©nolo!? tioTeif at»1p|1ryuii»«nle*crnl to authorised bndlnr mint mum* or tf landing not accomplished within St mfles, climb to 2000^ on W er* Detroit LFR wtiliLu 
y\ mllr* or when directed by ATC: (1) Chin I* to 2MA/ proceed to \ 11* LuM. U) Climb lu Ml* ptoervd to UMl LUM, U ) Make k/t turn, elimhtng to VMf proceed to 
CRL VOR. 

Cactius: TV antenna 1728* and 174** 15.0 mL NF. Ford Rhn. 

City, Detroit; State, Mich.; Airport Name, WUlow Run. Ekv., 71**; Far. Cla», MlfW; Ident , FUD; Procedure No. 2, Arndt. A; Eff. Date.» Mar. »; Sup. Arndt. No. 5; 

Dated, 21 May 56 
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3. The terminal very high frequency omnirange (TerVOR) procedures prescribed In 1 609.200 arc amended to read In part: 

Txemixai. VOR ctahdaud IsrsrrmuMxxT Arrmoxcn Poocxprt* 

Rearing*. beading*. eourm and radulf are magnetic. KlmtioM and altitude* ora to fret MSL. CeUtagi are to feet above airport eleration, Distances are In nautical 
mile* tinkv* otlwvwtse indk*t*d. e*ecpl \ bibllilic* a huh are In statute mite*. 

ff ail (nstrunient apprr»ch procedure of the above type Is conducted at tin below named airport. It shall he In accordance with the following instrument approach procedure, 
uni. m an approach 1* conducted In accordance with a different prooduir fur such air|or t authorLred by the Administrator of Civil Aeronautics. Initial oppeuaebra shall be 
nude over specified route*. Minimum altitude* shall oorreepand with those eatabtahed for an route operation to the particular ore* or os set forth below. 


Transition 

Ceiling and visibility minim tun* 

From— 

. To- 

Coarse and 
distance 

Minimum 

altitude 

(tort) 

Condition 

2-engine or )r«* 

More than 
l-cnglno 
more than 
55 knots 

63 knots 
or Ices 

More than 
M knots 

LRE-LFR... , T . 

LBE-VOR. 

Direct. 

24*10 

T-d. 

»hH 

*4001 

Ainrvt 

JH#FR • m •• •••••• • • • • m m • • •••••••••*••••« 

LSE-VO ft (Final)....... 

Direct.. 

1100 

T-n. 

•eoo-i V4 

*400-m 

#400-m 

•NoUUiC-IiVOK... .. 

LSE-VOR.... 

Dir eri............ 

24CO 

C-d. 

ion 

faO-L 

#001H 





C-n. 


Oon-2 

6(0-3 





S-dn-13. 

#00-1 

#00-1 

#001 





A-dll.. ......... 

800* 

8UO-3 

800-2 


1 takeoff authorized on Rwya 21.35, and 17. 

#j®-h takeoff authnrired an Rwy* 31,35. and 17. 

Pnxrdnr* turn W«wt aide of cm, 318* Oulbtvd. 128* Inhnd. 2400 " within 10 mites. 

Mitilmum altitude over facility on final approach cr», U hW/; 11**/ nft«* pti*nne L8B-LTR or tot Nodlne-DVOR R-OTl. 

#*!>*»' m. a. I. (1901/ cell toe i required If unable to delrrmlne passing LSK-LFK or Nodtoa-VOR It-071. 

Facility on airport. 

Crs and distance, breokoff point to Rwy 13.130*-0.7 ml. 

If visual contact not estaWksbed upon descent to authorised landing minimum* or U landing not accomplished. over L8E-VOR nuke Immediate right climbing turn, 
climb l« 24**/ no LSE R-3I8 within 10 mL 

CAtmot: u.v/ m. >. 1. tower 9 ml SK of airport. 1777' ns. •. 1. Mulls and 1440' tower 3 and 4 ml BE. respectively, or airport. 1773'm. s. L tower 4 mi W8W of airport 
and 1440’ tower 3d ml W of airport. I :+/ Muffs 2 mi X K of airport. 

City, LaCraaae: State, Wto.; Airport Name, Municipal; Rbv„45)'; Fac. Clam, VOR: Idrnt., LJ5E; Procedure No. TorVOR-13. Orig.; Kff. Date, 1 Mar. 08 


WtK-LFR .. 

L8E-VOR... 

Direct... 

2400 

T-d.. 

*400-1 

•400-1 

#400-1 

Nod inr-BVOR.... 

L8 E—\'0 It................. ........... 

Direct.,........... 

2400 

T-n. 

•400-1tk 

•#001)4 

#400-119 





C-d_ 

ono-i 

fifi-1 

000-1 





C-n.. 

01102 

001-3 

000-3 





S-dn-17. 

400-1 

400 1 

#**>-! 





A-dn. 

200-3 

800-3 

800-3 


•300-1 takeoff authorised on Rwys 31,20. and 17. 
fjn-h takeoff authorized on Rwys 31. 23, and 17. 

Procedure turn West side of ere, 25b* Ontbnd. 170* fnhnd.JNHF with hi in miles. 
Minimum altitude c 


llude over facility on final approach crs. ##1000'; Ilf*/ after passing 770* beg, to 
Mao'm. s. I. (1300* celling) required If unable to determine pualug 270* brg. U> LSE-LFK « 


g to LfiK-I.FR or Nodine BVOR R-075 C3.5 ml from Rvi y 17). 

FK or Nodtoe R-V70. 

Facility on airport. 

Crs and distance, breakoff point to Rwy 17.173*—0.3 ml. 

If visual contact not rotaMlalicd upon drsernt to authorised binding minimum* or If landing not accomplished over LSE-VOR moke right climbing turn, climb to 2400' on 
LSE K-.1W within to miles. 

Captiox: #S/ m. a. I. tower 2 ml 8K of atrport. 127T m. n. I. bluffs and IMtf lower 3 and 4 ml SE, respectively, of airport. 1272* m. s. L, tower 4 mi W SW of airport 
and 1440* tower 3.3 ml West of airport. 124U' bluffs 2 ml N E of airport. 


City, LaCrwwe, State, Wla; Atrport Name. Municipal: Else.. 0X2'; Fac. Clam, VOR; fdent., LSE; Proeedare No. TerVOR-17, Orig.; Kff. Dale, 1 Mar.^ 


1J4K-LFR___ 

UtE-VOR. 

Direct.. 

2400 

T-d. 

•400-1 

•400-1 

#400-1 

LSE-VOR... 

Direct.. 

2400 

T-n... 

•400-D4 

•4H0-1W 

#400-m 



C-d. 

C-n. 

B dn-35. 

A-dn........... 

000-1 

000-2 

#•*»*! 

8DP-2 

000-1 

MU 2 
4001 
bU> 2 

000-1 
0i!O 2 
400-1 
HU)3 


•300-1 takeoff authorized on Rwys 21. 23, and 17. 

#2004 takeoff authorized on Rwys 31. 35, and 17. 

procedure turn East side of en, l»i* outbnd. 001* Inhnd. 270V within 10 ml. 

Minimum altitude over facility on final approach ert, ##£»/; Iluv after passing L0K-RVOR R 223 or Nodtoe BVOR R-12* (5,2 ml from Rwy 25). 
ttZMMf m. f. 1. <IW ceding) required If unable to detarmlue passing LSE It-222 or No line It-124. 

Facility on airport. 

Crs and distance, I reokoff point to Rwy 25, 355*—0.4 ml. 

If visual contact not mubhshrd upon descent to authorised landing minimum* or If landing not accomplished over LBE-VOR mako left climbing turn, climb to 2400' on 
LSK K 31# within 10 mtk*. 

CAtmOM: W0* m. a. L tower 2 ml SK of airport. 1277* in. a, I. bluffs and 1440' tower 3 and 4 ml SE, respectively, of airport. I7JT m. s. I, tower 4 ml WIW of airport aud 
1440' tower 2.5 ml weal of airport. 12k/ bluffs 2 ml N K of airport. 

City, LaCrassc; State, Wla.; Airport Name. Municipal; Kiev., Utl Fac. dm. VOR; Meat.. LSE; Procedure No. TrrVOR-35, Orig.; Rff. Date, 1 Mar, 58 






T-dn. 

4no-l 

4*0-1 

4001 





C(ln...«_ 

'-■>1 

MM 

•001)1 





K-dn-k. 

1WO-1 

1001 

•001)1 





A-dn_. 

800-2 

800-2 

8002 


Procedure turn S side of crx, ??»• Outbnd. ND* Inhnd. 1002 within 10 miles. 

Minimum altitude over facility on final approach cm. fintr. 

(‘rs and distance, break oft point to a(»p end ray 0,100—0.3#. 

•Approximately orar AXX MKW. _ 

If visual contact not established upon descent to authorized landing minimum* or If landing not accomplished within 0 mile, climb to 1300' on R-IOO within 20 miles. 

City, Wake Wood; Airport Name, Wake Airport; Elcv.. U/; Fac. Class, VOR; Ident., AWK; Procedure No. TerVOR-9, Arndt. 1; Elf. Date. 17 Jun. 55; Sup. Amdt. No. Orig.; 

Dated, to fun. M 
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4. The very high frequency omnirange-distance measuring equipment (VOR/T5ME) procedures prescribed in $ 609.300 arc 
amended to read In part: 


VOIt Staxdako Jsstbi m«m Arriuutn Paocamai 

Bearing*. lieadingn, course* and nwiUUn Art magnetic}. Ffcratinns and attitude* ve in Oct MSI.. Ceilings Art In fort abort airport rlrvttioo. Distance* are in nautiml 
111 lira unJrr. other w tv ln -1 Icitcd, except YiaiblllUea which are In statute miles. 

K an tnAirumrnt approach procedure of the above type b reminded at the below named airport, It shall he In accordance with the following Instrument aftproach procedure, 
unit*** an apfwooch U conducted m accordance with a different tcorvdurr for such airport auihot h^l by thr Administrator of Civil Aeronautics. Initial approaches shall lie 
inatle over fpwlfWsl route*. Minimum altitude* *liall correspond with tlwac established tor en route uprrntiun In tlw particular area or a* act forth below. 


Tramitlon 

Celling and visibility minimum* 

From— 

To- 

Course ami 
dlstouce 

Minirnuin 

altitude 

IfoeD 

Condition 

Engine or lr«s 

Mote than 
2-cnydi*-, 
mare Itian 
<15 kikds 

<fe knots 
or leas 

More than 
OA knot* 

|). fnl A« II-TJO _ _ _ ____ 

lOrni fl» K IW... 

Direct. 

17U0 ; 
11411 | 
two 

; T-dn. 

30CM 

Sfs>-1 

BOO-J 

300-1 

WM 

800-2 

23)1» 
ftwMr 
*JU 2 

|0 ml 111 R-X9H ,..... T -- T _ 

4 ml ft* R-3J).... .................... 

Direct.. 

| C-do— 

A-«tn- 

4 ml Hi It-329.............................. 

0 mi ft* RW i Final And)_ 

Direct. 





i roovmre turn uui rrquuru. 

II vlwul contact not establish**! upon descent to author tied fending minimum* or Lf landing not accomplished at 0 mile* fix dluib to 1400 on R-139 within 3D mlkm 

City. Macon; 8Ute, Oa.; Akrptwt Nomr, Macon (Cochnui; Kiev., Ml*; Far. Ctaas and IM, BVOtt-DMK-MCN; Procedure No. VOR-DMK-Arpt (HdBD.Amdt.!; HIT 

Date.29 M*r. 4£. hup. AmdL No. Or!*.; Dated. 26 Apr. 5ft 


10 ml ft* R~~ 110.»....»- ...... ■««». ^ 

a ml tlx K-119. 

2 ml fix R-113 . . 

Direct.. 

wn 

T-dn.. 


300-1 

300-1 

•juu *4 

<) mi fix It tiu iFinaldlD.... 

Direct . 

suo 

C-dn.. 


Sou l 

wn 1 

&no tlx 




Ms4l.«, 
AhIo_ 

-- 

toil 

ttW-2 

4«V 1 

mo-2 

«kM 
aw j 


Procedure Pirn N able R-IIP. within 10mifos (not required with DMBl. Prorrdrtn* author tied without DMK, but procedure mm required. 

If visual contort not ertahtfehed upon distent to aothorte/d fending minimum* or if Undine not oconmpltahed within 0 mlfos climb to IW/w 11-230 within 20 mile*. 


City. Macon;Stole. Ga.; Airport Name. Moron (Cochran); Kiev..AM’; Pae. Cfevtaitd Idrnl. lfVOH-DM K-MCN; Procedure No. VOR-DME-31. Arndt I; Eff. Dale, 20 Mar* 

5 Hi dop. Arndt. No Ortg,; Dated. 38 At* 5(1 

5. The instrument landing system procedures prescribed in $ 609.400 are amended to read in part: 

1L8 Stakoarp Ixmt’MKttT Arraoaai Pbocbx>v»s 

Rearfnr*, heading*, coarse* and radial* ere magnetic. Kfovatkttt* and altitudes arc In fowl M&U Celling* are In fort above airport deration. DUtanoee art In nnulimi 
mite* unkea othrrwler IndlcMed. except visibility « which arc In statute miles. 

if an matron eat apt* oneb procedure of thr shove typo is conducted al the below named airport, it sholl hr in anwrdimco with tlw following Instrument nppruoch tiroo'dure, 
unleas an approach is ronducleq In accordance w ith a different pioodure (or such airport outfox iced by Lbo Administrator *4 Civil ArronauUcs. InttUI approaches shall ho 
made over specified routen. Minimum altlludre shall correspond with ttioar r*mbUdx*d fur ail rout* ojxrutkm m (he (atrlicufer area or a* act forth below. 


Transition 

Celling and visibility minimum* 

From— 

To- 

Comw and 
distance 

Minimum 
all ftude 
tfccD 

Condition 

2-engine or less 

Mere than 
2-entrliu- 
moev titan 
(15 kinds 

65 knot* 
or Iras 

More than 
GS knou 

Dttroll I,FR .. 

l-OM _ 

DireH............ 

Direct.. 

2300 

2*0 

*100 

3300 

2300 

2SU0 

T-d«... 

< -dfl. 

Mat 

4 It 1L8. 

*10-1 

400-1 

20M4 

400-1 

fon-i 
too -2 

300-1 

500-1 

400-1 

eno-2 

BOO-3 

200 )4 
U»\y> 

BUM* 

400-1 

fCOi 
BJO 2 

New Boston Int*_ _... 

LG M . ........ .. . . .. ..... .. ....... .. . « 

LOM... 

KMem VOR...... 

Bridgewater LF Int.—. 

Milan Int.. 

Bfidgcwaur V1IF ini.. 

Direct............ 

Direct ... 

LOM.......................... 

L05f (Final).... .. .......... ... ... .. . 

LO M ......... ......... ... ...... ...... 

Din'd............ 

Direct.... 

4K-L ADF... 
A-«in: 

!1^«_ 

ADF- 




•Ilit Windsor VOW H 2Mnud Cnrleton VOR R-0® 

Rodur transition to final approach m author! red. Prondura turn not ruwuory on vretains to flital approach m. Refer to Willow Run Radar Procedure If del * t l 
Information on sector altitude Is desired. 

Procedure turn W side 8W cr«. otltbrvh OAK Uilmd, 2»u artthfn 10 miles. 

Minimum altitude at <). 8. Int (nbod f Zwnr ILH Inbnd Mn.nl \Wk* ADI*. 

Altitude of O. 8. and dbLonra to afH^floch end of my at OM X2M--4.9. at M M 

If visual contact not ratutkUnhcd upon dcwvut to tuuWircd Undlng minimum* or if Undine not accomplUIxsl within 4.0 ml of IyO%T (ADF) make left turn cllmh to 
on R~t7KeVM or wbeu dlrvcUd by ATC: (1) rUmh to2?fcr ooNKrnlL m iwoorod to Mldoroft lid (2i make rt*ht turn dlmh u> ZW/ pctxwwl lo RM U UR. 

City. Detroit; fitotr. Mich.: Airport Name, Willow Ron; KJer.. TUT; Fa*. Cb«a. IUt-1 VIP; UknU I.OM-YI; Procedure No. 4R-L, Comb. 1LS-ADF. Arndt. ?; EH. Dale. 

Mur. 5s; Sup. Arndt. No. »; Dated. 31 May 50 


Bergholt RBn or Int.. 

Km pi re Int,.....^.. 

DlfthCi^,_ 

3,000 

T-da... 

auo-i 

SXM 

200 t| 

Rlvrr RBn... 

cUni*'U RBn_....... 

Directs. 

3. BOO 

C-dn. 

500-1 

000-1 

aou-i)x 

PlttcLtfirgb I.FR.. 

Clinton RBn. 

Direct. 

2.:-oo 

8-dn-l0: 




Columbiana INT... 

Clinton RBn.... 

• 

2, BOO 

1L8.. 

400-1 

400-1 

400 t 

Wheeling VOR............. 

Clinton It Bn.. 


: m 

ADF__ 

JOO-I 

'CSV ! 

m j 

Butler RBn........__—...— 

Clinton KBu... 

Direct. 

2.:«» 

A-dn__ 

BOO-2 

800-2 

MMi 2 

Cecil KHn..... 

Clinton RBn_...._............... 

Direct... 

% 500 





Emigre Int... 

C linton R Bn (FUtal). __ 

Direct_...... 

2.5U) 





Radar Terminal Area TramiUun AHUudea. 

Had or Fite... 

All scHrin within: 








lo ml. 

a*5on 







10-40 mi.. 

xoon 








or MSA 








when 








lower 






Procedure turn 8 aide W era. 377 Outbnd. W7 Inbnd. 250tr within 10 mllee of Clinton RBn. 

No yllde sluf*, no outer marker, no middle marker, minimum altitude over Clinton It Bn inbnd 3000', Distance and bearin* to Runway 10, 4.0, 007*. 

If vltnid contort not established upon descent to author lied fending minimum* or if feuding not accompilUwd within 4 0 miles, after {MkMlug Clinton RBn, dlmh to Joncr 
r«Ecn<4lL8ar 007" m to IUvct ItBu. 

City. PHUburgh; State. Pn.; Alr|M)ft Name, Greater rittnbuifh; Kiev.. 11AT; Fee. Cfe*». IU*-OPB; Idem , MHW-OHW; Prwslurc No. IL 5 - 10 , Comb. IL8-ADF, AmdU 

1: Elf. Date, 20 Mar. 5e; Sup. Arndt. No. Orig.; Dai^i, ll Juu. 56 
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RULES AND REGULATIONS 

ILS SMXtmno Ixanunnutr ArmoiCH Paoccooia —Continue.! 


Transition 

Celling and visibility mmlmnmi 


To— 

Course and 

Minimum 


2-engUJoor iras 

More thin 
2-rngtnc, 
more than 
36 knot* 

From— 

dPUncc 

oiUtodo 

(foot) 

Condition 

S3 knot* 
or laas 

More than 
63 knot* 

New ilrpiwlrts RBn or Ini r _ 

Rndwo Int........... 

Direct. ....... 

gmo 

T-dn... 

»rv-i 

jm-i 

2WVH 

CWF1W 

llutfrr Kiln-- 

McKeesport R Bn.......... 

River RBn .. ... 

Dfragt. 

guoo 

C-dn_ 

500-1 

500-1 

lUcn (Final)_........__ 

320-11_ 


»-du as*: 

f'lt^burgli l.KR .... 

River Klin_.......... 

Direct. ... 

3*M> 

IL3_ 

ano i* 

200-1, 

2f»)4 
400 1 

ritltbargh VOR...... 

CVcil Kiln.... 

Rivrv RBn...... 

lUfl’Ct ............ 

SISK) 

ark_ _ 

400-1 

400-1 

River Kiln. 

Direct. . 

2000 

A~dti; 

Clinton UHn n , TrT ,,. ir , T ---- TtT ,- T -..,- r - r 

Rivrc RBn... .. .. . 

l>ttrrt 

guno 

1UM.. 

fine-3 

m>-3 

CTWV2 

Hudtsrm Int ---- 

Radar Tuxuioal Area Transition Altitudes. 

Rivtr KHu (Final) . 

Uodar bile .. . 

Dlrrct . 

All wetora within 

3000 

ADF_ 

Sm 

WO-2 

800-2 


10 nil . 

2800 







lO^iOml 

3000 








or MKA 
when 
lower 






rnjtutru wiiii ju'w wjr »»»•»»’ 

Jtoerdure turn N ski© K crs. W7 Out bod. 777 Inhnd. 8*0' within 10 mlk*« of RIerr RBn. Not authorited beyond 10 miles. 

MiiUmum alUlud© at O. 8. tut Inbnd 3(U/ 1L8, minimum nltHnd© over River Kiln tnbmd final i-Wt ADF. 

Altitude of O. 8. and dbtan— to s»s»(«r emt ol rny at OM River Rlla JWK7 -3.3, at M M Parkway Kiln U»— A 

II s buai contact riot efttahlbibcd upon deroent to aulhocUcd fending minimum or It fending not ocoompUsbed within 3A uilfes after poising Rim UBn CADTj, cdlml. to 
SC W on W «n» IL8 or aTT* rr* to Clinton Kl»ti 

Non:: Crjjtrr Hue modified type II approach lighting, 

City, Plttsbargb; Slate, Pa; Airport Name. Greater Pittsburgh Kiev., IMS'; Far. CIms, IL8-OPB; Meut.. MIIW-RKR; Procedure No. ILS-28, Comb. ILS-APF, Arndt. 1; 

KlT. Data, 7U Mar. 28, Hup Arndt No. Ortg . Dated. II Jun. U 

0. The radar procedures prescribed in 5 609 500 are amended to read in part: 

Rap aw 8? a vn a an IxamcKi?rr ArraoAcn PMMWM 

Bearings, h»*adlngn, course* am! radish are magnetic. Rleratlons and altitudes are In fret. M8L. Ceilings are In feel above airport elevation. Distance* are In nautical 
tollr* unices Qtharwlm indicated. nc»^»t visibilities wItk’h are In statute mile*. 

Us ni'lor Instrument approach Is conducted at the below named airport, it shall be In accordance wU!i the followers Imlmroent twooedure. unfrm an approach la oouductcd 
hi aonirdunre with a different |»rooodun» for such airport authorised by ll*e Administrator of Civil Aeronautic*. Initial aptirooche* shall bo marie over specified route*. At Ini* 
mum lUtltiidofs) siutll Correspond with Ukwp ealatdished fur rn rout* operation In the particular ams or at wet forth below. IWtiv* identification must be established with 
the radar controller. From Initial contort with radar to final nntbartred landing minimum*. tlte instructions of the radar controller are mandatory eveept when (A) vonal con¬ 
tact b established on final approach at or liefore descent to the author tied landing minimum*, or (HI at ptfel's discretion If It ap|M*ari dcstrablo to •Ibcotitlnur th* approach, 
except when the rs*Ur oontroltor our direct otharwisn prior to final approach, a missed approach shall be oiecuted as provided below when (A) com mun trot Jon on final apivoach 
is h\>t for more titan 6 seconds during a precision approach. or for more than fti wcon«b during a MtrvaUlauc* approach, (B) directed by radar cxmlrolfer, (O) visual contact S 
not established upon descent to authorised landing minimum*, or (D) If landing la not accomplished. 


Transition 

Celling and visibility minimum* 

From— 

To- 

Conrw and 
distanoe 

Minimum 
all dude 

Ifrw) 

Condition 

3-rmgtnrorlrss 

Move titan 

2enginr, 
more than 
35 knot* 

33 knot* 
or Irss 

More than 
03 knots 





T-dn_ 

C-dn--—..... 

8-dn-A.\ 17, St, 
and 1. 

A da.. 

300*1 

400-1 

400-1 

800-3 

300-1 

300-1 

4WM 

800-2 

200-1* 

fno-lH 

400-1 

800-3 


Radur terminal area maneuvering sectors and altitudes. All bearings ate from radar site with sector sslmuUis progiceariug d>xkwLc 
Withtn mile*: All sectors 730(/. 

Within 10 mile** »*>-two t tunable; noo-U5 wx Y\ 13.V-M0 7. too'. » 

Within 13 miles: 300-040 ITnusatd©: 030-105 10,000'; 103-Mo »0T/; 140 — 3*0 TWO*. 

Withtn »» miles: 300 -nrgi r nt *»bl»; OOB-IOfi !0.ot»\* Ififi-lflO li.(ggy; 1210-^3 HMY: K3-900 ltW'. 
within 28 mQea: 300— ian Unuwoldr; 100-130 D.um'; ltti—Joo-300 lljOOur. 

Within go, 35, and 40 mlka: J0O- I50 thiuaable; 120 -300 11,»»A/; guo—300 H.uoy. 

If vUual contort not c.<tnhlid)» <t u|vti tlewv nt to outlscrlreil landing mlulmun aor U landing not oceompushed— rrmwayrs 33, fi and 3: Turn l«*ft to J?2* hearlfaug and cllmh la 
W>Vi' on N era Alluniwrqo* LFR or K-012 All«tiquerqtM* VOK wtUvtn l» tnileii or, wbrn direete*! by ATC tum left and elunh to mjdo' on K-'ia* Atbuqurrque VOR witbm 7$ 
milc*. Rimway 17; climb to TOW/ on 8 era Albuquerque LFR within 20 mils! or, when directed by ATO, turn right, duub to H).rw/ on W en Albuquerque LFU within 23 
ibUoa. 


City. Alburqurrqne; Stale, N. Mag.; Airport Name, Kirtland AFB/Mun.; Kiev., 5352'; Foe. Class, Kirtlnnd; IdenL, Radar; Procedure No. 1, Ortg.; Ell. Date, 20 Mur. 53 

These procedures shall become effective on the dates Indicated on the procedures. 

(See. 205. 52 SUt. 984. ns amended; 49 0. S. O. 425. Interpret or apply gee. 601, 52 Stat. 1007, ag amended; 49 U. S. C. 551) 

(seal] James T. Pyle, 

Administrator of Civil Aeronautics . 

Fesruahy 25, 1958. 


|P. R. Doc. 68-1527; Piled, Feb. 28. 1958; 8:54 a. m.| 






















































Saturday, March 1, 1958 


FEDERAL REGISTER 


TITLE 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I —Civil Service Commission 

Part 6—Exceptions From the 
Competitive Service 

DEPARTMENT Or THE INTERIOR 

Effective upon publication in the Fed¬ 
eral Register, paragraph <b) (5) of 
§ 6.3X0 Is amended as set out below. 

i 6.310 Department of the In - 
terior . • • • 

<b> Office of the Solicitor. • • • 

(5) One Assistant to the Secretary and 
Legislative Counsel. 

(R. 8. 1753, sec. 2. 22 Stat. 403. on amended; 
6 U. 8. C. 631, 633) 

United States Civil Serv¬ 
ice Commission, 

[seal] Wm. C. Hull. 

Executive Assistant. 

|F. R. Doc. 58-1656: Filed. Feb. 28. 1038; 
8:48 a. ru.J 


Part 6—Exceptions From the 
Competitive Service 

COMMISSION ON CIVIL RICHTS 

Effective upon publication in the Fed¬ 
eral Register. J 6.360 (a) is added as set 
out below. 

5 6 300 Commission on Civil Rights. 
(a> One Staff Assistant and Secretary 
to the Commission. 

(R S. 1733. sec. 2, 22 8tat. 403. as amended; 
5 0. 8. C. 631.633) 

United States Civil Serv¬ 
ice Commission. 

[seal] Wm. C. Hull. 

Executive Assistant. 

IF. R. Doc. 58-1555: Filed, Feb. 28. 1958; 
8.48 a. m | 


title 7—agriculture 

diopter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

(Navel Orange Reg 137) 

Part 914— Navel Oranges Grown in 
Arizona and Designated Part of 
California 

limitation or handling 

5 914.437 Navet Orange Regulation 
IM —(a) Findings. <l) Pursuant to the 
marketing agreement, os amended, and 
Order No. 14. as amended (7 CTO Part 
914), regulating the handling of navel 
oranges grown in Arizona and designated 
part of California, effective under the 
applicable provisions of the Agricultural 
Marketing Agreement Act of 1937. as 
amended (7 U. 8. C. 601 ct aeq.: 68 Stat. 
906, 1047), and upon the basis of the 
recommendation and information sub¬ 
mitted by the Navel Orange Administra¬ 
tive Committee, established under the 
aaid amended marketing agreement and 


order, and upon other available informa¬ 
tion, it is hereby found that the limita¬ 
tion of handling of such navel oranges as 
hereinafter provided will tend to effec¬ 
tuate the declared policy of the act by 
tending to establish and maintain such 
orderly marketing conditions for such 
oranges as will provide, in the interests 
of producers and consumers, an orderly 
flow of the supply thereof to market 
throughout the normal marketing season 
to avoid unreasonable fluctuations in 
supplies and prices, and is not for the 
purpose of maintaining prices to farmers 
above the level which It is declared to 
be the policy of Congress to establish 
under the act. 

(2) It is hereby further found that It 
is impracticable and contrary to the pub¬ 
lic interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publication 
hereof in the Federal Register <60 Stat. 
237; 5 U. S. C. 1001 et seq.) because the 
time intervening between the date when 
information upon which this section is 
based became available and the time 
when this section must become effective 
in order to effectuate the declared policy 
of the act is insufficient, and a reason¬ 
able time is permitted, under the cir¬ 
cumstances. for preparation for such ef¬ 
fective time; and good cause exists for 
making the provisions hereof effective 
as hereinafter set forth. The Committee 
held an open meeting during the current 
week, after giving due notice thereof, to 
consider supply and market conditions 
for navel oranges and the need for regu¬ 
lation; interested persons were afforded 
an opportunity to submit Information 
and views at this meeting; the recom¬ 
mendation and supporting Information 
for regulation during the period specified 
herein were promptly submitted to the 
Department after such meeting was held; 
the provisions of this section, including 
its effective time, are identical with the 
aforesaid recommendation of the com¬ 
mittee. and information concerning such 
provisions and effective time has been 
disseminated among handlers of such 
navel oranges; It is necessary, in order 
to effectuate the declared policy of the 
act. to make this section effective during 
the period herein specified; and compli¬ 
ance with this section will not require 
any special preparation on the part of 
persons subject hereto which cannot be 
completed on or before the effective date 
hereof. Such committee meeting was 
held on February 27. 1958. 

(b) Order. (1) The respective Quanti¬ 
ties of navel oranges grown In Arizona 
and designated part of California which 
may be handled during the period begin¬ 
ning at 12:01 a. m.. P. s. t. March 2. 1958. 
and ending at 12:01 a. m.. P. s. t.. March 
9. 1958. arc hereby fixed as follows: 

(i> District 1: 323,400 cartons; 

<il) District 2: 323.400 cartons; 

(ill) District 3: Unlimited movement; 
<iv) District 4: Unlimited movement. 
<2) As used in this section, ‘ handled, M 
“District 1.” “District 2 “ “District 3.* 
••District 4.” and "carton” have the same 
meaning as when used In said amended 
marketing agreement and order. 
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(See. 5, 49 8Ut. 733. as amended; 7 V. 8. C. 
608c) 

Dated: February 28, 1958. 

(seal! S. R. Smith. 

Director , Fruit and Vegetable 
Division . Agricultural Market - 
ing Service . 

[P R Doc. 58-1614; Filed. Feb. 26. 1958; 
11:41 a. m.J 


(Valencia Orange Reg. 1251 

Part 922—Valencia Oranges Grown in 

Arizona and Designated Part of Cali¬ 
fornia 

limitation of handling 

f 922.425 Valencia Orange Regula¬ 
tion 12S —(ft) Findings . (1) Pursuant to 
the marketing agreement and Order No. 
23, as amended <7 CFR Part 922), reg¬ 
ulating the handling of Valencia oranges 
grown in Arizona and designated part 
of California, effective under the appli¬ 
cable provisions of the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7U. 8. C. 601 et seq.; 68 Stat. 
906, 1047), and upon the basis of the 
recommendations and information sub¬ 
mitted by the Valencia Orange Adminis¬ 
trative Committee, established under 
the said marketing agreement and order, 
as amended, and upon other available in¬ 
formation. it is hereby found that the 
limitation of handling of such Valencia 
oranges as hereinafter provided will tend 
to effectuate the declared policy of the 
act. 

(2) It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 days after publica¬ 
tion hereof in the Federal Register <60 
Stat. 237; 5 U. S. C. 1001 et seq.) be¬ 
cause the time intervening between the 
date when information upon which this 
section is based became available and 
the time when this section must be¬ 
come effective in order to effectuate the 
declared policy of the act is insufficient, 
and a reasonable time is permitted, under 
the circumstances, for preparation for 
such effective time: and good cause exists 
for making the provisions hereof effec¬ 
tive as hereinafter set forth. The com¬ 
mittee held an open meeting during the 
current week after giving due notice 
thereof, to consider supply and market 
conditions for Valencia oranges and the 
need for regulation; interested persons 
were afforded an opportunity to submit 
information and views at this meeting; 
the recommendation and supporting in¬ 
formation for regulation during the 
period specified herein were promptly 
submitted to the Department after 
such meeting was held: the provisions 
of this section, including its effective 
time, are identical with the aforesaid 
recommendation of the committee, and 
Information concerning such provisions 
and effective time has been disseminated 
among handlers of such Valencia 
oranges; it is necessary. In order to ef¬ 
fectuate the declared policy of the act. 
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to make this section effective during: 
the period herein specified; and com¬ 
pliance with this section will not require 
any special preparation on the part of 
persons subject hereto which cannot be 
completed on or before the effective date 
hereof. Such committee meeting was 
held on February 27, 1958. 

«b) Order. (1) The respective quan¬ 
tities of Valencia oranges grown in Ari¬ 
zona and designated part of California 
w hich may be handled during the period 
beginning at 12:01 a. m„ P. s. t„ March 
2,1958. and ending at 12.01 a. m.. P. s. t, 
March 9, 1958. are hereby fixed as 
follows: 

(1) District 1: Unlimited movement; 

(li> District 2; Unlimited movement; 

(ill) District 3: 92,400 cartons. 

(2) All Valencia oranges handled dur¬ 
ing the period specified in this section 
are subject also to all applicable size re¬ 
strictions which are in effect pursuant 
to this part during such period. 

(3) As used In this section, “handled.” 
“handler/* “District 1/* “District 2" 
••District 3.” and “carton** have the same 
meaning os when used in said marketing 
agreement and order, as amended. 

(8<x?. 5, 49 8Ut. 753. as amended: 7 U. 8. C. 
008c) 

Dated: February 28. 1958. 

[seal! 8. R Smith. 

Director . Fruit and Vegetable 
Division, Agricultural Mar- 
keting Service. 

(F. R Doc. 58-1615; FUed. Feb. 28, 1958: 

11:42 a.ml 


| Lemon Reg. 7281 

Part 953— Lemons Grown in California 
and Arizona 

LIMITATION or HANDLING 

5 953.835 Lemon Regulation 728 —(a) 
Findings . (1) Pursuant to the market¬ 
ing agreement, as amended, and Order 
No. 53. as amended (7 CFR Part 953), 
regulating the handling of lemons grown 
in California and Arizona, effective under 
the applicable provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U. 8. C. 601 et seq.; 
68 Stat. 906. 1047), and upon the basis 
of the recommendation and information 
submitted by the Lemon Administrative 
Committee, established under the said 
amended marketing agreement and 
order, and upon other available Informa¬ 
tion, it is hereby found that the limita¬ 
tion of handling of such lemons as here¬ 
inafter provided will tend to effectuate 
the declared policy of the act. 

(2) It la hereby further found that 
it is Impracticable and contrary to the 
public interest to give preliminary notice, 
engage in public rule-making procedure, 
and postpone the effective date of this 
section until 30 drys after publica¬ 
tion hereof In the Federal Register (60 
Stat. 237; 5 U. 8. C. 1001 ct seq.) because 
the time intervening between the date 
when information upon which this sec¬ 
tion is based becomes available and the 
time when this section must become 
effective in order to effectuate the de¬ 
clared policy of the act is insufficient, 
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and a reasonable time is permitted, under 
the circumstances, for preparation for 
6uch effective time; and good cause exists 
for making the provisions hereof effective 
as hereinafter set forth. The Committee 
held an open meeting during the current 
week, after giving due notice thereof, 
to consider supply and market conditions 
for lemons and the need for regulation; 
interested persons were afforded an op¬ 
portunity to submit information and 
views at this meeting; the recommenda¬ 
tion and supporting information for 
regulation during the period specified 
herein were promptly submitted to the 
Department after such meeting was held; 
the provisions of this section, includ¬ 
ing its effective time, are identical with 
the aforesaid recommendation of the 
committee, and information concerning 
such provisions and effective time has 
been disseminated among handlers of 
such lemons; it is necessary, in order to 
effectuate the declared policy of the act, 
to make this section effective during 
the period herein specified: and com¬ 
pliance with this section will not re¬ 
quire any special preparation on the part 
of persons subject hereto which cannot 
be completed on or before the effective 
date hereof. Such committee meeting 
was held on February 26. 1958. 

<b> Order . (1) The respective quan¬ 
tities of lemons grown In California and 
Arizona which may be handled during 
the period beginning at 12:01 a. m.. 
P. s. t.. March 2. 1958. and ending at 
12:01 a. m.. P. s. t., March 9, 1958, are 
hereby fixed as follows: 

(1) District 1: 13.950 cartons: 

(ii) District 2: 195,300 cartons: 

(lli> District 3: Unlimited movement. 

(2) As used in this section, “handled/* 
“District 1/* “District 2/’ “District 3/* 
and “carton** have the same meaning 
as when used in the said amended mar¬ 
keting agreement and order. 

(Sec. 5. 49 SiAt. 753, as amended; 7 U. 8. C. 
608c) 

Dated: February 27, 1958. 

[seal] 6 . R. Smith. 

Director , Fruit and Vegetable 
Division , Agricultural Mar¬ 
keting Service. 

IF. R. Doc. 58-1595; Filed. Feb. 28. 1958; 

9:19 a. m.J 


TITLE 16—COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade Commission 

(Docket 6834J 

Part 13— Digest of Cease and Desist 
Orders 

mcalpiw co. 

Subpart— Advertising falsely or mis¬ 
leadingly: 9 13.155 Prices: Comparative; 
exaggerated as regular and customary. 
Subpart— Invoicing products falsely: 
9 13.1108 Invoicing products falsely: Fur 
Products Labeling Act Subpart— Mis¬ 
branding or mislabeling: 9 13.1212 For¬ 
mal regulatory and statutory require¬ 
ments: Fur Products Labeling Act Sub- 
part— Neglecting, unfairly or deceptively , 
to make material disclosure: 9 13.1845 
Composition: Fur Products Labeling Act: 
9 13.1852 Formal regulatory and statu¬ 


tory requirements: Fur Products Label¬ 
ing Act; 9 13.1865 Manufacture or prep¬ 
aration: Fur Products Labeling Act; 
9 13.1900 Source or origin: Fur Products 
Labeling Act: Place. 

(8ec. 6. 38 Stat. 721; 15 U 9 C. 46. Inter¬ 
pret or apply see. 5. 38 8tat. 719, aa amended: 
sec. 8, 65 Stat. 179; 15 U. 8. C. 45, 69f) f Ceftae 
and dcsiat order. The McAlpln Co.. Cincin¬ 
nati, Ohio . Docket 6834. January 22, 1958) 

In the Matter of The McAlpin Co. (Er¬ 
roneously Referred to in the Complaint 

as The McAlpin Company , lnc.) $ a 

Corporation 

This proceeding was heard by a hear¬ 
ing examiner on the complaint of the 
Commission charging a furrier in Cin¬ 
cinnati, Ohio, with violating the Fur 
Products Labeling Act by making decep¬ 
tive comparative price and percentage 
saving claims in its advertising and fail¬ 
ing to keep the required records on which 
the pricing claims were based; and with 
failing In other respects to comply with 
the advertising, labeling, and invoicing 
requirements of the act. 

Following acceptance of an agreement 
between the parties containing a consent 
order, the hearing examiner made his 
initial decision and order to cease rnd 
desist which became on January 22,1958, 
the decision of the Commission. 

The order to cease and desist is as 
follows: 

It is ordered. That respondent. The 
McAlpin Co., a corporation, its officers, 
representatives, agents and employees, 
directly or through any corporate or 
other device, in connection with the in¬ 
troduction into commerce or the sale, 
advertising, or offering for sale in com¬ 
merce. or the transportation or distribu¬ 
tion in commerce, of fur products, or in 
connection with the sale, advertising, 
offering for sale, transportation, or 
distribution of fur products which have 
been made in whole or in part of fur 
which has been shipped and received In 
commerce, as “commerce**, **fur*\ and 
“fur product** are defined In the Fur 
Products Labeling Act, do forthwith 
cease and desist from: 

A. Misbranding fur products by; 

1. Failing to affix labels to fur products 
showing: 

(a) The name or names of the animal 
or animals producing the fur or furs 
contained In the fur product as set forth 
in the Fur Products Name Guide and as 
prescribed under the rules and regula¬ 
tions. 

(b) That the fur product contains or 
iv composed of used fur. when such is 
the fact. 

(c) That the fur product contains or 
Is composed of bleached, dyed or other¬ 
wise artificially colored fur, when such 
Is the fact. 

(d> That the fur product Is composed 
In whole or in substantial part of paws, 
tails, bellies, or waste fur, when 6uch 
is the fact. 

(e> The name, or other identification 
issued and registered by the Commission, 
of one or more persons who manufac¬ 
tured such fur product for introduction 
into commerce, introduced it into com¬ 
merce. sold it in commerce, advertised or 
offered it for sale in commerce, or trans¬ 
ported or distributed it in commerce. 
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(f) The name of the country of origin 
of any imported furs used in the fur 
product. 

2. Setting forth on labels attached to 
fur products: 

<a) Information required under sec¬ 
tion 4 (2) of the Pur Products Labeling 
Act and the rules and regulations pro¬ 
mulgated thereunder. In abbreviated 
form or in handwriting, 

(b> Information required under sec¬ 
tion 4 <2> of the Pur Products Labeling 
Act and the rules and regulations pro¬ 
mulgated thereunder, mingled with non- 
required information. 

3. Failure to show on labels attached 
to fur products all of the information 
required under section 4 (2) of the Pur 
Products Labeling Act and the rules and 
regulations promulgated thereunder, on 
one side of such labels. 

B. Falsely or deceptively invoicing fur 
products by: 

1. Failure to furnish invoices to pur¬ 
chasers of fur products showing: 

(a) The name or names of the ani¬ 
mal or animals producing the fur or 
furs contained in the fur product as set 
forth In the Fur Products Name Guide 
and as prescribed under the rules and 
regulations. 

<b) That the fur product contains or 
Is composed of used fur, when such is the 
fact. 

(c) That the fur product contains or 
Is composed of bleached, dyed or other¬ 
wise artificially colored fur, when such 
is the fact. 

(d) That the fur product is composed. 
In whole or in substantial part, of paws, 
tails, bellies, or waste fur, when such 
is the fact. 

(e> The name and address of the per¬ 
son i&suing such invoice. 

<f) The name of the country of origin 
of any imported fur contained in a fur 
product. 

(g) The item number or mark assigned 
to a fur product. 

2. Setting forth information required 
under section 5 <b> (1) of the Fur Pro¬ 
ducts Labeling Act and the rules and 
regulations promulgated thereunder in 
abbreviated form. 

C. Falsely or deceptively advertising 
fur products through the use of any 
advertisement, representation, public an¬ 
nouncement, or notice, which is intended 
to aid, promote or assist, directly or in¬ 
directly. in the sale or offering for sale 
of fur products, and which: 

1. Fails to disclose: 

<a) The name or names of the animal 
or animals producing the fur or furs 
contained in the fur product, as set forth 
in the Fur Products Name Guide, and as 
prescribed under the rules and regula¬ 
tions. 

<b> That the fur product contains or is 
composed of bleached, dyed, or other¬ 
wise artificially colored fur, when such is 
the fact. 

(ci The name of the country of origin 
of any imported furs contained in a fur 
product. 

2. Fails to set forth information re¬ 
quired under section 5 (a) of the Fur 
Products Labeling Act and the rules and 

No. 43—56-2 
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regulations promulgated thereunder In 
type of equal size and conspicuousness. 

3. Represents, directly or by implica¬ 
tion, that the regular or usual price of 
any fur product is any amount which is 
in excess of the price at which the re¬ 
spondent has usually and customarily 
sold such products in the recent, regular 
course of its business. 

4. Makes use of comparative prices or 
percentage savings claims unless such 
compared prices or percentage savings 
are based upon current market values or 
unless a bona fide price at a designated 
time is stated. 

5. Makes pricing claims and repre¬ 
sentations of the types referred to in 
subparagraphs 3 and 4 above, unless 
there arc maintained by respondent full 
and adequate records disclosing the facts 
upon which such claims or representa¬ 
tions are based, as required by Rule 44 <e) 
of the rules and regulations ($301.44 
<e)). 

By "Decision of the Commission", etc., 
report of compliance was required as 
follows: 

It is ordered . That respondent herein 
shall, within sixty <60> days after service 
upon it of this order, file with the Com¬ 
mission a report in writing setting forth 
In detail the manner and form in which 
it has complied with the order to cease 
and desist. 

Issued: January 22. 1958. 

By the Commission. 

I seal 1 Robert M. Parrish, 

Secretary. 

IF. R. DOC. 58' 1532; Filed. F*b. 28. 1050; 

8:40 ft. m | 


TITLE 20—EMPLOYEES’ 
BENEFITS 

Chapter V—Bureau of Employment 
Security, Department of Labor 

Part 601— Administrative Procedure 

REFERENCES TO INTERNAL REVENUE CODE OF 
1054 

The purpose of this amendment is to 
conform section references to the Inter¬ 
nal Revenue Code in this part to those in 
the recently codified Internal Revenue 
Code of 1954. This amendment is made 
necessary because the section numbers 
referred to In the text of this part were 
those contained in the Internal Revenue 
Code of 1939. and the sections have since 
been renumbered In the Internal Reve¬ 
nue Code of 1954. Since this is not a 
substantive change there is no necessity 
for a delayed effective date. 

Pursuant to Chapter 23 of the Internal 
Revenue Code of 1954 (26 U. 8. C. 3301- 
3308) and section 3 of the Administrative 
Procedure Act (5 U. 8. C. 1002), Title 20 
of the Code of Federal Regulations is 
amended as follows: 

1. Wherever the words "section 1600 
of the Internal Revenue Code" appear in 
the text of $601.1, the words "section 
3301 of the Internal Revenue Code of 
1954" are substituted therefor. 

2. Wherever the words "section 1601 
(a) (1) of the Internal Revenue Code’* 
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appear In the text of $ 601,2. the words 
"section 3302 (a) (1) of the Internal 
Revenue Code of 1954" are substituted 
therefor. 

3. Wherever the words "section 1602 
<a> of the Internal Revenue Code" ap¬ 
pear in the text of $$ 601.1, 601.3, and 
601.4. the words "section 3303 <a> of the 
Internal Revenue Code of 1954" are 
substituted therefor. 

4. Wherever the words "section 1602 
(a) <1) of the Internal Revenue Code" 
appear in the text of $ 601.3, the words 
"section 3303 <&) (1> of the Internal 
Revenue Code of 1954" are substituted 
therefor. 

5. Wherever the words “section 1602 
<b> of the Internal Revenue Code" ap¬ 
pear in the text of $ 601,1 the words, 
"section 3303 (b> of the Internal Revenue 
Code of 1954" are substituted therefor. 

6. Wherever the words "section 1602 
(b> (3> of the Internal Revenue Code" 
appear in the text of $ 601.4. the words 
"section 3303 <b> (3) of the Internal 
Revenue Code of 1954" are substituted 
therefor. 

7. Wherever the words "sections 1602 
<b> (3) and 1603 (c) of the Internal 
Revenue Code" appear In the text of sub- 
paragraphs (1) and (2) of $601.5 (ft), 
the words "sections 3303 (b) (3) and 
3304 (c) of the Internal Revenue Code 
of 1954" are substituted therefor. 

S. Wherever the words "section 1603 of 
the Internal Revenue Code" appear in 
the text of $$ 601.1 and 601.4, the words 
"section 3304 of the Internal Revenue 
Code of 1954" are substituted therefor. 

9. Wherever the words "section 1603 
(a) of the Internal Revenue Code" ap¬ 
pear in the text of ${ 601.1, 601.2 and 
601.3. the words "section 3304 (a) of the 
Internal Revenue Code of 1954" are 
substituted therefor. 

10. Wherever the words "sections 1602 
<b> (3) and (c) of the Internal Revenue 
Code" appear in the text of $ 601.5 <d>, 
the words "sections 3303 <b) (3) and 
3304 (c) of the Internal Revenue Code of 
1954" are substituted therefor. 

11. Wherever the words "section 1603 
<d> of the Internal Revenue Code" ap¬ 
pear in the text of $ 601.5, the words 
"section 3304 td> of the Internal Revenue 
Code of 1954" are substituted therefor. 

(Sec. 12. 48 Stilt. 117, m amended, see 1102. 
40 Stftt. 64?. a« amended, 29 U. S. C. 40k, 
42 U. S. C. 1302) 

Signed at Washington, D. C.. this 25th 
day of February 1958. 

James P. Mitchell. 

Secretary of Labor . 

(F. n. Doc. 58-1573: Filed. Feb. 28. 1050; 

9:18 a. m.| 


TITLE 49—TRANSPORTATION 

Chapter I—Interstate Commerce 
Commission 

Part 1—General Rules or Practice 

SPECIAL RULES OF PRACTICE GOVERNING 
PROCEDURE OF TEMPORARY AUTHORITIES 
BOARD AND THE TRANSFER BOARD 

At b general session of the Interstate 
Commerce Comnusion, held at Us office 
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in Washington, D. C„ on the 23d day of 
December A- D. 1957. 

The Commission on October 21. 1958. 
having abolished the Motor Carrier 
Board and assigned its duties to the Tem¬ 
porary Authorities Board and the Trans¬ 
fer Board, and the matter of special rules 
of procedure of the latter boards being 
under consideration: 

It is ordered, That, to implement the 
action creating the Temporary Authori¬ 
ties Board and the Transfer Board in 
lieu of the Motor Carrier Board. 9 1.225 is 
revised to read as follows: 

9 1.225 Special rules of practice gov¬ 
erning the procedure of the Temporary 
Authorities Board and the Transfer 
Board . (a) The proceedings of the Tem¬ 
porary Authorities Board and the TTaas- 
fer Board shall be informal. No tran¬ 
scription of such proceedings will be 


made. Subpoenas will not be Issued and. 
except when applications or petitions are 
required to be attested, oaths will not be 
administered. 

<b) A petition for reconsideration of 
an order of the Temporary Authorities 
Board or the Transfer Board may be 
filed by any interested person. Such 
petition and the reply thereto will be 
governed by the Commission’s general 
rules of practice, except as otherwise 
provided in paragraphs (c) and (d) of 
this section. 

(c) The original and four copies of 
every pleading, document, or paper per¬ 
mitted or required to be filed under this 
section, shall be furnished for the use of 
the Commission. 

(d> A petition seeking reconsideration 
of an order of the Temporary Author¬ 
ities Board entered under section 210a 
<a> of the Interstate Commerce Act must 


be filed within 20 days after the date of 
the service of the order. Within 20 days 
after the filing of such petition with the 
Commission, any interested person may 
file and serve a reply thereto. 

Notice of this order shall be given to 
the general public by depositing a copy 
thereof in the Office of the Secretary of 
the Commission. Washington. D. C., and 
by filing a copy with the Director, Divi¬ 
sion of the Federal Register. 

(Sec*. 12. 17. 24 8tat 383. as amended. 335. 
aa amended, tecs. 204. 205. 40 8tat. 546. as 
amended. 548 a* amended; 49 U. S. C. 22. 17. 
304. 305) 

By the Commission. 

[seal] Harold D. McCoy. 

Secretary. 

IF. R. Doc. 58-1544: Filed. Feb. 28. 1958; 
8:48 a. m.| 


PROPOSED RULE MAKING 


DEPARTMENT OF THE TREASURY 

United States Coast Guard 
[ 46 CFR Part 144 1 

[COFit 58-3J 

Loading and Stowage of Grain Cargoes 

PUBLIC HEARING ON PROPOSED CHANGES 

1. The Merchant Marine Council will 
hold a public hearing on Tuesday, March 
18. 1958. commencing at 9:30 a. m. in 
Room 4120. Coast Guard Headquarters. 
13th and E Streets. NW.. Washington. 
D. C.. for the purpose of receiving com¬ 
ments. views, and data on certain pro¬ 
posed changes in the navigation and ves¬ 
sel inspection regulations as generally 
described In another announcement as 
Items I to XVI. inclusive. In addition. 
Items XVn and XVIII described in this 
document will be considered as a part of 
the agenda for this public hearing. 

2. Comments on the proposed regula¬ 
tions described in this document are in¬ 
vited. Written comments containing 
constructive criticisms, suggestions, or 
views are welcomed. However, acknowl¬ 
edgment of the comments received or 
reasons why the suggested changes were 
or were not adopted arc not normally 
furnished because personnel arc not 
available to handle the necessary corre¬ 
spondence Involved. Each oral or writ¬ 
ten comment is considered and evaluated. 
If it is believed the comment, suggestion, 
or view clarifies or improves the pro¬ 
posed regulation or amendment, it is 
changed accordingly and after adoption 
by the Commandant the regulation is 
published in the Federal Register. Each 
person who desires to submit written 
comments, data, or views in connection 
with the proposed regulations set forth 
in this document should submit them to 
the Commandant (CMC), United States 
Coast Guard Headquarters. Washington 
25. D. C.. so that they will be received 
prior to March 14. 1958. Comments, 
data, or views may be presented orally 
or in writing at the hearing before the 


Merchant Marine Council on March 18. 
1958. 

ITEM XVII—EQUIVALENTS ALLOWED FOR 
VESSELS LOADING CRAIN 

3. Due to local conditions, the estab¬ 
lished practices in the loading of grain 
In bulk in vessels in Argentine and 
Uruguayan ports have differed from the 
practices followed in the United States 
and u pon which the current provisions 
in 46 CFR Part 144 (Loading and Stow¬ 
age of Bulk Grain Cargoes) are based. 
The loading conditions followed In 
Argentine and Uruguayan ports have 
demonstrated the limits of safe practice 
which should be observed. Similar 
regulations to those proposed In this 
document have been already adopted by 
the Governments of Argentina, Great 
Britain. Sweden, Netherlands. Norway. 
France, West Germany, and Denmark. 
It is proposed to establish for certain 
United States vessels engaged In foreign 
trade certain equivalents to the present 
Requirements governing the loading of 
8rain in bulk. 

4. It Is proposed to amend 9 144.10-10 
to read as follows: 

1144.10-10 Application to vessels. 
fa) The regulations in this part apply 
to every passenger vessel and every cargo 
vessel of 500 gross tons or over loading 
loose grain in bulk within the limits de¬ 
nned in 9 144.01-1 (a) for an interna¬ 
tional voyage (excepting on the Great 
Lakes). 

<b> The regulations in this part apply 
to every United States passenger vessel 
and every United States cargo vessel of 
500 gross tohs or over carrying loose 
grain In bulk as cargo on an international 
voyage (excepting on the Great Lakes). 

5. It is proposed to amend 9 144.10-90 
by adding a new paragraph (b), reading 
as follows: 

9 144.10-90 Equivalents . • • • 

(b> In any case where It is shown to 
the satisfaction of the Commandant that 


the use of specified loading and stowage 
requirements in this part are unreason¬ 
able or impracticable, the Commandant 
may permit the use of equivalent loading 
and stowage requirements in lieu of those 
described In this part to such extent and 
upon such conditions as will insure to 
his satisfaction a degree of safety con¬ 
sistent with the minimum standards set 
forth in SubparU 144.10 to 144.30. inclu¬ 
sive. 

6. It Is proposed to add a new 9 144.10- 
95, reading as follows: 

9 144.10-95 Responsibility of owner 
or master, (a) Nothing in the regula¬ 
tions In this part shall be deemed to re¬ 
lieve the owner or master of a ship from 
taking all necessary and reasonable pre¬ 
cautions to prevent grain from shifting. 

7. It is proposed to add a new Subpart 
144.40, reading as follows: 

Subport 144.40—EqvlvoUntt Allowed for 
Comfruction of F«»d*ri ond Bin Bulk hoods, 
orvd Stowogo of Loot* or Heavy Groin in 
Bulk 

Sec. 

144.40- 1 Application. 

144.40- 5 Conditions of acceptance. 

144 40-10 Construction ol feeders and bln 
bulkheads. 

144.40 20 Holds, compartments or bins 
partly Oiled with grain In bulk. 
144 40-30 Holds or compartments entirely 
Oiled with grain In bulk. 

144 40-40 Location of stowage tor heavy 
grain In bulk. 

144.40- 50 Countries utilising these equiva¬ 

lents. 

9 144.40-1 Application, (a) It has 
been shown to the satisfaction of the 
Commandant that a degree of safety 
consistent with the minimum standards 
set forth in this part will be obtained 
when United States vessels, and when 
foreign vessels loading in United States 
ports, comply with the equivalents In this 
subpart for 99 144.10-70 (c) and <d), 
144.20-10 (a) and (c) f 144.20-20 (a) and 
<C), and 144.20-40. 
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f 144 40-5 Conditions of acceptance. 
(a) It Is a condition of the Command¬ 
ant’s acceptance of these equivalents 
that the owners shall furnish the Com¬ 
mandant with plans and stability data. 
Including the following related infor¬ 
mation: 

(1) A capacity plan, including grain 
capacities and centers. 

(2) Fuel and water consumption per 
day and maximum anticipated voyage 
duration in days. 

<3> Stability data for the least favor¬ 
able condition with a full cargo of grain 
in bulk, including: 

<i) Details of the type of grain, weight 
and distribution of cargo, including ar¬ 
rangement of bins and/or feeders and 
the quantity of bagged grain in each 
hold or space; 

(ill Details of other weights ce. g. 
ballast, bunkers, fresh water, stores, 
etc.); and 

(iii) Draft and metacentric height, 
with allowance for slack tanks. 

<b) If, upon examination of these 
data, the Commandant is satisfied as to 
the adequacy of the vessel’s stability for 
the proposed service, he will issue a 
letter certifying what equivalent provi¬ 
sions have been accepted for that par¬ 
ticular vessel. 

(c> Applicability of these alternative 
arrangements is also subject to the pro¬ 
visions that: 

(1) All bulk grain is well trimmed up 
between the beams and in the wings, 
and the spaces between them are com¬ 
pletely filled. 

(2> Grain bags and other materials 
used in the construction of bins, feeders, 
etc., are of suitable quality, and good 
workmanship is employed in the con¬ 
struction. 

<d> The requirements in $9 144.40-10. 
144.40-20. 144 40-30 shall apply to 

"heavy” and "light” grain except that 
99 144 40-20 and 144.40-30 shall not ap¬ 
ply to linseed in bulk. 

9 144.40-10 Construction of feeders 
arid bin bulkheads .* (a) Feeders of bin 
bulkheads may be constructed of bagged 
grain: Provided. That: 

(1) The bags are tightly stowed and 
interlocked. 

(2) Whenever practicable the bags are 
so stowed as to engage firmly with the 
ship's sides, bulkheads, and other con¬ 
venient structures. Where this is not 
possible the bagged bulkheads are to be 
not less than 11 feet < mean> in thickness 
and stepped. 

<3> Transverse bagged bulkheads not 
in way of hatchways of forming feeders 
but supporting grain on one side only are 
to be not less than 11 feet <mcan> thick¬ 
ness and stepped. 

(b> Under this arrangement bins shall 
be constructed by filling the wings of a 
’tween deck with bagged grain or other 
suitable cargo to a breadth of not less 
than 25 percent of the beam of the ship 
on each side and regulating the size of 
the bin by the construction of transverse 
bagged bulkheads. In any bin so con¬ 
structed longitudinal bulkheads or shift- 


* Equivalent to § 144.10-70 (c) and (d). 
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tag boards In line with the keel shall not 
be required. 

(c) In place of bagged grain, as re¬ 
quired under these equivalent arrange¬ 
ments. cased, baled or other suitable 
cargo may be used provided it is equally 
strongly supported and made grain tight 
with strong separation cloths. 

9 144.40-20 Holds , compartments or 
bins partly filled with grain in bulk' (a) 
In any hold or compartment which is 
partly filled with loose grain in bulk, the 
hold or compartment shall be divided by 
a properly constructed longitudinal 
bulkhead or shifting boards, clear of the 
hatchway in line with the keel, and ex¬ 
tending for the full depth of the compart¬ 
ment. The grata In bulk shall be leveled 
and topped off with bagged grain or 
other suitable cargo extending to a 
height of not less than 4 feet above the 
top of the grata in bulk and supported on 
suitable platforms laid over the whole 
surface of the grain in bulk except that 
In the space beneath the hatchway and 
extending to the sides of the compart¬ 
ment. 5 feet of bagged grain shall be re¬ 
quired. 

(b) The fitting of a longitudinal bulk¬ 
head or shifting boards in a lower hold 
shall not be required If the grata in bulk 
docs not exceed one-third of the capacity 
of the hold, or in the case of a hold 
containing a shaft or other similar tun¬ 
nel, one-half the capacity of the hold. 

(c> Not more than two holds or 
Compartments shall be partly filled with 
grain in bulk, but other holds or com¬ 
partments may be partly filled with grain 
In bulk provided they are filled up to the 
deckhead with bagged grain or other 
suitable cargo. 

9 144.40-30 Holds or compartments 
entirely filled with grain in bulk .' (a) 

Every hold or compartment which is 
entirely filled with loose grain In bulk 
shall be divided by a longitudinal bulk¬ 
head, or shifting boards clear of the 
hatchway, in line with the keel, which 
shall be properly constructed, secured 
and fitted grain tight with proper fittings 
between the beams. In holds such shift¬ 
ing boards shall extend downwards from 
the underside of the deck to a distance 
of at least one-third of the depth of the 
hold or 8 feet, whichever is the greater. 
In compartments In tween decks and 
superstructures they shall extend from 
deck to deck. In addition, either: 

< 1) The bulk grain beneath the hatch¬ 
way shall be trimmed in the form of a 
saucer or pit hard up to the deckhead 
beyond the hatchway. It shall also be 
topped off with bagged grata or other 
suitable cargo extending to a height in 
the center of the saucer or pit of not less 
than 6 feet above the top of the grain 
in bulk (measured below the deck line) 
and supported on tarpaulins or strong 
separation cloths. The bagged grain or 
other suitable cargo shall be stowed 
tightly against the deck, the longitudinal 
bulkheads, the hatch beams and side and 
end coamings; or 

(2) The hold or compartment shall be 
fed by a feeder constructed in accordance 


• Equivalent to f 144 20-10 fa) and (c). 
•Equivalent to | 144 20-20 (a) and (c). 
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with 9 144.40-10 or In accordance with 
9 144.10-70. and having a capacity of not 
less than 5 percent or more than 10 per¬ 
cent of the quantity of grain carried in 
the compartment which it feeds. Con¬ 
sideration of stability Information may 
make it necessary to level off the surface 
of the bulk grain in large feeders and to 
overstow it with two tiers of bugged 
grain. 

ib) When grata in bulk is loaded in a 
deep tank, the arrangements described 
in the last sentence of 9 144.20-20 (O 
shall apply. 

9 144.40-40 Location of stouxige for 
heavy grain in bulk.' (a) Heavy grain in 
bulk shall not be carried above deck ex¬ 
cept in the manner specified in 9 144.20- 
40 except that feeders and bins may be 
constructed of bagged grain and the ca¬ 
pacity of any bin may exceed 8.000 cubic 
feet, 

9 144.40-50 Countries utilizing these 
equivalents. The equivalents authorized 
by this subpart are being invoked in the 
ports of the following countries: 

Argentina. 

Uruguay. 

8. The authority for prescribed regu¬ 
lations is set forth In R. 8. 4405, as 
amended, and 4462, as amended. 46 
U. S. C. 375. 416. These regulations re¬ 
garding bulk grain cargoes interpret or 
apply R, S. 4417. as amended, sec. I. 49 
Stat, 1544. as amended, and see. 3. 68 
Stat. 675; 46 U. S. C. 391. 367. 50 U. S. C. 
198; E. O. 10402. 17 F. R. 9917. 3 CFR, 
1952 Supp. 

ITEM XVin—A PROPOSED CODE OP GOOD PRAC¬ 
TICE EOR TIIE STOWAGE OF BULK CARGOES 

SUCH AS ORE. ORE CONCENTRATES, AND 

SIMILAR CARCOES WHEN CARRIED IN GEN¬ 
ERAL CARGO VESSELS 

9. The Commandant, pursuant to a 
recommendation of the Merchant Ma¬ 
rine Council made at a public healing 
held May 7. 1957, when considering pro¬ 
posed reflations regarding the carriage 
of bulk ore, ore concentrates, etc., in 
general cargo vessels, established an in¬ 
dustry advisory panel to analyze the var¬ 
ious phases of the carriage of ore and 
ore concentrates and to develop a specific 
"Code of Good Practice” for the carriage 
of each type of cargo. This advisory 
panel has submitted a proposed "Code of 
Good Practice” for the stowage of bulk 
cargoes such as ore, ore concentrates, 
and similar cargoes when carried in gen¬ 
eral cargo vessels, dated January 7. 1958. 
This proposed Code has been printed so 
that it may be studied and commented 
upon by Interested persons in the indus¬ 
try. as w r ell as by the Coast Guard. 

10. Oral comments, views, and data 
may be submitted to the Merchant Ma¬ 
rine Council at the public hearing on 
March 18. 1958. Each person who de¬ 
sires to submit written comments, data, 
or views in connection with the proposed 
Code should submit them as soon as pos¬ 
sible to the Commandant (CMC). United 
States Coast Guard. Washington 25, D. C. 


4 Equivalent to | 144 20-40. 
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All comments received before July 1, 
1958, will be considered and evaluated. 

Dated; February 25, 1953. 

I seal! A. C Richmond, 

Vice Admiral U . S. Coast Guard, 

Commandant, 

|P. R Doc. 58-1546; Piled. Feb. 28. 1958; 
8:48 a. m ) 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
I 7 CFR Part 70 1 

Grading and Inspection or Poultry and 
Edible Products Thereof and United 
States Classes. Standards and Grades 
With Respect Thereto 

NOTICE or PROPOSED RULE MAXING 

Notice is hereby given that the United 
States Department of Agriculture is con¬ 
sidering an amendment to the Regula¬ 
tions Governing the Grading and In¬ 
spection of Poultry and Edible Products 
Thereof and United States Classes. 
Standards, and Grades With Respect 
Thereto under authority contained in 
the Agricultural Marketing Act of 1946 
(60 Stat. 1087; 7 U. S. C. 1621 et seq.K 
The proposed amendment would re¬ 
quire kidneys to be removed during 
processing; change the form of the 
grade mark: eliminate the combination 
inspection and grade mark; and provide 
for a new Inspection mark to be used 
under the voluntary inspection program. 
In addition, the classes of turkeys are 
being modified slightly by providing new 
classes to be known as “yearling hen 
turkeys’’ and “yearling tem turkeys.” 
The sanitary requirements will also be 
modified slightly to make these require¬ 
ments consistent with the requirements 
Issued under the regulations governing 
mandatory poultry inspection (7 CFR 
Part 81 >. It is contemplated to make the 
amendment effective May 1, 1958. 

All persons who desire to submit writ¬ 
ten data, views or arguments in connec¬ 
tion with this proposed amendment 
should file the same in triplicate, with 
the Chief of the Standardization and 
Marketing Practices Branch, Poultry 
Division. Agricultural Marketing Service, 
U. S. Department of Agriculture, Room 
2095. South Building. Washington 25, 
D. C., not later than 10 days following 
publication in the Federal Register. 

The proposed amendment is as fol¬ 
lows : 

1. Change the definition In $ 70.1 of 
“Ready-to-cook poultry*' to read as fol¬ 
lows: 

• 

* Ready-to-cook poultry” means any 
dressed poultry from which the pro¬ 
truding pinfeathers, vestigial feathers 
thair or down as the case may be). head, 
shanks, crop, oil gland, trachea, esopha¬ 
gus. entrails, kidneys, reproductive or¬ 
gans and lungs have been removed, and 
with or without the giblets, is ready to 
cook without need of further processing. 
Ready-to-cook poultry also means any 
cut-up or disjointed portion of poultry 
or any edible part thereof, as described 
in this paragraph. 


PROPOSED RULE MAKING 

2. Change paragraph (b) of l 70.91 to 
read as follows: 

<b) Except as otherwise authorized, 
each grade mark which is to be used 
shall be of a shield design and shall in¬ 
clude the letters “USDA’\ and the U. S. 
Grade of the product it identifies as 
specified in 5 70.381, In addition, one of 
the following terms such as "Federal- 
State Graded” or “Government Graded” 
may be used adjacent to. but not with¬ 
in. the shield design grade mark. The 
class of the poultry shall be shown on the 
label which bears the grade mark: Pro¬ 
vided, That for mature or old poultry, 
the kind of poultry with the prefix 
'•mature'* or “old” or the designation 
“mature poultry" or “old poultry” with¬ 
out the kind may be shown in lieu of the 
class. For young poultry the kind of 
poultry with the prefix “young”, or the 
designation “young poultry*" without the 
kind may be used in lieu of the class. 
When the grade mark is applied to an 
individual carcass which is not indi¬ 
vidually packaged and labeled, the in¬ 
formation with respect to the class of 
the poultry and the plant number shall 
be Included on the label which bears 
the grade mark. 

3. Change paragraph (a) of $70.93 
to read as follows: 

(a) Wording and form of the inspec¬ 
tion mark. Except as otherwise author¬ 
ized. the inspection mark permitted to 
be used with respect to inspected and 
certified edible products shall Include 
wording as follows: ”USDA Inspected- 
and passed, voluntary poultry inspection 
service.” This wording shall be con¬ 
tained within & hexagon In the form 
specified in i 70.382. The Administrator 
may approve the use of abbreviations of 
such inspection mark; and such ap¬ 
proved abbreviations shall have the same 
force and effect as the Inspection mark. 
The inspection mark or approved ab¬ 
breviation thereof, as the case may be, 
may be applied to the Inspected and cer¬ 
tified edible product or to the packaging 
materia] of such product. The inspec¬ 
tion mark, or the approved abbreviation 
thereof, shall. when used on packaging 
material, be printed on such material or 
on a label to be affixed to the packaging 
material, and the name of the packer or 
distributor of such product must be 
legibly printed on the packaging material 
or label as the case may be. excepting 
that on shipping containers and con¬ 
tainers for institutional packs the inspec¬ 
tion marks may be stenciled on the 
container and when the inspection mark 
is so stenciled the name and address of 
the packer or distributor may be applied 
by the use of a stencil or rubber stamp. 
Notwithstanding the foregoing, the name 
and address of the packer or distributor, 
if appropriately shown elsewhere on the 
labeling material, may be omitted from 
insert labels and giblet wrappers which 
bear an official identification; Provided, 
The applicable plant number is shown. 
Any present supply of labels bearing an 
Inspection mark approved pursuant to 
this part prior to the effective date of 
this amendment may continue to be used 


until December 31. 1958, but not there- « 
after. 

4. Delete paragraph (c) of $ 70.170. 

5. Delete 5 70.173. 

6. Change § 70.252 Floors, walls, ceil - I 
ings, etc. to read as follows: 

5 70.252 Floors . walls, ceilings, etc .— I 
(a) Floors. All floors in rooms where I 
exposed products are prepared or han- I 
died shall be constructed of. or finished I 
with materials impervious to moisture, so ■ 
they can be readily and thoroughly 1 
cleaned. The floors in killing, ice cool¬ 
ing, ice packing, eviscerating, cooking. I 
boning and cannery rooms shall be J 
graded for complete runoff with no H 
standing water. 

<b) Walls, posts, partitions, doors, f 
All walls, posts, partitions, and doors In | 
rooms where exposed products are pre- 1 
pared or handled shall be smooth and l 
constructed of materials impervious to 1 
moisture to a height of six feet above the I 
floor to enable thorough cleaning. All I 
surfaces above this height must be n 
smooth and finished with moisture- 
resistant material. 

(c) Ceilings. Ceilings must be mois¬ 
ture-resistant in rooms where exposed 
products are prepared or handled, fin¬ 
ished and scaled to prevent collection of 1 
dirt or dust that might sift through floor 
above or fall from collecting surfaces on 
equipment or exposed product. 

7. Change paragraph (b) (3) of 

§ 70.253 to read as follows: 

<3) Toilet soil lines shall be separate 
from house drainage lines to a point out¬ 
side the buildings unless they are posi¬ 
tively trapped to prevent backing up. 
Drainage from toilet bowls and urinals 
shall not be discharged into a grease 
catch basin. 

8. Change g 70.284 to read as follows; 

{ 70 284 Temperatures and cooking 
and freezing procedures. Temperatures 
and procedures which are necessary for 
cooling and freezing dressed and ready- 
to-cook poultry, including all edible por¬ 
tions thereof, shall be in accordance with 
operating practices which Insure the 
prompt removal of the animal heat and 
will preserve the condition and whole¬ 
someness of the poultry. 

(a) General cooling requirements. All 
poultry that is prepared or processed in 
the official establishment shall be cooled 
immediately after processing so that 
the internal temperature is reduced to 
40* F. or less, unless such poultry is to 
be further processed immediately at the 
official plant. Poultry to be shipped 
from the plant in packaged forms shall 
be maintained at 40* F. or less, except 
that during further processing and pack¬ 
aging operations, the internal tempera¬ 
ture may rise to a maximum of 55* F.: 
Provided, That immediately after pack¬ 
aging. the poultry is placed under refrig¬ 
eration at a temperature that will 
promptly lower the product to 40* F. or 
less, or placed in a freezer promptly. 
Poultry which is to be held at the plant 
in packaged form in excess of 24 hours 
shall be held in a room at a temperature 
of 36* F. or less. 
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(b> Ice and water chilling. (1) Only 
I ice manufactured or produced from po- 
I table water may be used for Ice-water 
I chilling. The ice shall be handled and 
I stored In a sanitary manner. If of block 
I type, the ice shall be washed by spray- 
I ing all surfaces with clean water before 
I crushing. 

(2) Poultry carcasses shall be chilled 
I to 40* P. or lower within the times speci- 
I fled below: 


I Weight of carcass: (hour») 

Under 4 pounds.. 4 

4 to 8 pound*-...--.....—— e 

Over 8 pound*- 8 


I Such chilled poultry shall be maintained 
I constantly at 40* P. or below until re¬ 
moved from the vats or tanks for im- 
| mediate packaging. Poultry may be re¬ 
moved from the vats or tanks prior to 
being cooled to 40* P. or lower for freez¬ 
ing or for further processing in the offi¬ 
cial plant. Poultry shall not be packed 
until after it has been chilled to 40* P. 
or below except when the packaging will 
be followed immediately by freezing at 
the official plant. 

(3) In order to facilitate continuous 
processing operations, poultry may be 
held overnight in chilling tanks contain¬ 
ing water-saturated ice, refrigerated wa¬ 
ter. or other approved cooling media that 
will maintain all poultry In the tanks at 
a temperature of 40* P. or lower. Prac¬ 
tices (such as re-icing, recirculation of 
the chilling medium, or holding product 

I In refrigerated rooms, or use of increased 
amounts of ice> shall be employed that 
Will result in all of the poultry in the 
chilling tanks being maintained at a 
temperature of 40* P. or lower through¬ 
out the holding period. 

(i) Should it be necessary to hold 
dressed poultry in excess of 24 hours in 
chilling tanks, the poultry shall be re¬ 
moved from the tanks, repacked In clean 
ice In clean tanks which are continually 
drained. 

(ii) If It Is necessary to hold ready-to- 
cook poultry in chilling tanks for longer 
periods than 24 hours, the tanks shall 
be drained and the chilling medium re¬ 
newed to uniformly maintain the tem¬ 
perature of the ready-to-cook poultry at. 
or below. 40' P. The additional holding 
period shall not exceed 24 hours unless 
the poultry is maintained in continuously 
drained tanks which are adequately iced. 

(4) Notwithstanding the foregoing 
cooling requirements, the Administrator 
is authorized to specify, under special 
circumstances, such additional cooling 
and handling methods as may be neces¬ 
sary to assure wholesome poultry and 
poultry products. 

(c) Air chilling . In air chilling, 
dressed poultry shall be placed in a re¬ 
frigerated room w ith moderate air move¬ 
ment at a temperature which will reduce 
the Internal temperature of the carcasses 
to 40’ P. or less within 24 hours. In air 
chilling ready-to-cook poultry, the in¬ 
ternal temperature of the carcasses shall 
be reduced to 40* P. or less, within 16 
hours. 

<d> Cooling giblets. Giblets shall be 
chilled to 40’- P. or lower within two hours 
from the time they are removed from the 


Inedible viscera; except when they are 
cooled with the carcass the requirements 
of paragraphs <b) (2) and <f) (5) of this 
section shall apply. Any of the accept¬ 
able methods of chilling the poultry car¬ 
cass may be followed In cooling giblets, 
except that unwrapped livers shall not be 
cooled in agitated ice and water chilling 
media, but may be cooled in perforated 
containers which are immersed in non- 
circulated ice and water chilling media: 
Protected, That the livers are removed 
from the chilling containers when their 
temperature has been lowered to 40* P. 
When ready-to-cook birds are to be con¬ 
sumer packaged, the giblets shall be han¬ 
dled In a manner that will prevent free 
water from being included in the giblet 
package. Giblot wrappers shall be made 
of reasonably nonabsorbent materials 
and shall be no larger than necessary to 
properly wrap the giblets. 

<e> Other chilling procedures. Any 
other chilling procedure which will effect 
chilling in a manner equal to that ob¬ 
tained by the procedures herein set forth 
may be permitted w hen approved by the 
Administrator. 

it) Freezing. (1) Dressed and ready- 
to-cock poultry which has been chilled to 
40* P. or below prior to packaging and 
which Is to be frozen and so labeled shall 
be placed Into a freezer within 48 hours 
from time of packaging. If such poultry 
cannot be immediately placed into the 
freezer after packaging, it shall be held 
at 36* P. or lower. 

<2> The freezing operation for dressed 
poultry shall be accomplished in such a 
manner as to bring the internal tempera¬ 
ture of the birds in the center of the 
package to 0' P. or below within 96 hours 
from the time of entering the freezer; 
whereas, ready-to-cook poultry shall be 
frozen in a manner so as to bring the 
internal temperature of the birds at the 
center of the package to 0' P. or below 
within 72 hours from the time of enter¬ 
ing the freezer. 

(31 Upon written request, and under 
such conditions as may be prescribed by 
the Administrator, dressed and ready-to- 
cook poultry which is to be frozen im¬ 
mediately may be moved from the official 
plant prior to freezing; Provided . That 
the plant and freezer are so located and 
the necessary arrangements are made so 
that the Inspection Service will have 
access to the freezing room and adequate 
opportunity to determine compliance 
with the time and temperature require¬ 
ments specified in subparagraph (2) of 
this paragraph. 

<4> Warm packaged ready-to-cook 
poultry which is to be chilled by immedi¬ 
ate entry Into a freezer within the official 
plant shall within 2 hours from time of 
slaughter be placed in a plate freezer or 
a freezer with a functioning circulating 
air system where a temperature of —10 # 
P. or lower is maintained. 

(5) Prozen poultry shall be held under 
conditions which will maintain the prod¬ 
uct in a solidly frozen state with tempera¬ 
ture maintained as constant as possible. 

<6> Immersion or spray freezing 
equipment shall be constructed of non- 
corrosive metal or other acceptable ma¬ 
terial. Compounds used In immersion or 


spray freezing procedures shall be ap¬ 
proved by the Administrator prior to 
use. 

(g) Ice-pack containers. When poul¬ 
try Is Ice packed in barrels or other con¬ 
tainers. the barrels and containers shall 
be covered and shall have an adequate 
number of drain holes to permit the 
water to drain out. 

9. Change the title of paragraph (a) 
of fi 70.302 Turkeys . to read as follows; 
M Fryer or roaster turkey /* 

10. Delete paragraphs <d> f <e> and 
(f) of 5 70.302 Turkeys, and Insert in lieu 
thereof the following; 

<d) Yearling hen turkey. A yearling 
hen turkey is a fully matured female tur¬ 
key (usually under 15 months of age) 
that Is reasonably tender-mcated and 
with reasonably smooth-textured skin. 

(e) Yearling tom turkey. A yearling 
tom turkey is a fully matured male tur¬ 
key (usually under 15 months of ago) 
that is reasonably tender-mcated and 
with reasonably smooth-textured skin. 

(f) Mature turkey or old turkey ihen 
or tom). A mature or old turkey Is an 
old turkey of cither sex (usually In excess 
of 15 months of age) with coarse skin 
and toughened flesh. 

(g) For labeling purposes, the desig¬ 
nation of srx within the class name Is 
optlon&rand the three classes of young 
turkeys may be grouped and designated 
as “young turkeys/* 

11. Delete the caption "Hen turkeys or 
tom turkeys'* in Table II of fi 70.370 and 
insert in lieu thereof the following: 
“Yearling turkeys and mature turkeys/* 

12. Change fi 70.381 Form of grade 
mark, to read as follows: 

fi 70.381 Form of grade mark. The 
grade mark approved for use pursuant to 
fi 70.91 on a graded product shall be con¬ 
tained within a shield of the form and 
design Indicated in the example in Fig¬ 
ure 1. The information (including the 
form and arrangement of its wording) 
which is required in such mark shall be: 
(a) The letters “USDA", <b> the ap¬ 
propriate U. S. Grade of the product. 
The information within the shield shall 
be printed in a light color on a dark 
field. In addition, one of the following 
terms such as “Federal-State Graded” 
or “Government Graded'* may be used 
adjacent to but not within the shield de¬ 
sign grade mark (In a form similar to 
that illustrated in Figure 2). The class 
of the poultry shall be shown on the label 
which bears the grade mark if it is not 
shown prominently elsewhere on the 
packaging material: Provided, That 
for mature or old poultry the kind of 
poultry with the prefix “mature” or “old** 
or the designation ‘ mature poultry** or 
“old poultry” without the kind may be 
shown in lieu of the class. For young 
poultry the kind of poultry with the pre¬ 
fix “young” or the designation “young 
poultry” without the kind, may be used 
in lieu of the class. When the grade 
mark is applied to an individual carcass 
which is not individually packaged and 
labeled, the information with respect to 
the class of the poultry, and the plant 
number shall be included on the label 
which bears the grade mark. 
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PROPOSED RULE MAKING 



Fxguxs 1. 



Federal Stare Graded 


Ficuss 2. 

13. Change ! 70.332 to read as follows: 

1 70.332 Form of inspection mark. 
The Inspection mark approved for use 
on inspected and certified edible prod¬ 
ucts shall be contained within the outline 
of a hexagon and contain the following 
wording: "USDA Inspected and Passed— 
Plant No. — Voluntary Poultry Inspec¬ 
tion Service.** The form and arrange¬ 
ment of such wording shall be as indi¬ 
cated in the example in Figure 3. 



U. S. D. A. 
INSPECTED 
AND PASSED 

VOLUNTARY POULTRY 
INSPECTION 
SERVICE 



Frautx 3. 


14. Delete $ 70.383 Combined form of 
inspection and grade mark. 

15. Change the first sentence of 
170.384 to read as follows: “With re¬ 
spect to dr e sse d poultry which has been 
graded or inspected for condition pur¬ 
suant to I 70.16, the form of identifica¬ 
tion approved for use shall contain the 
wording 'Dressed Poultry—Eligible for 
Further Processing Under USDA Volun¬ 
tary Poultry Inspection Service*." 

16. Change Figure 5 of i 70.384 by de¬ 
leting "In U. S. Department of Agri¬ 
culture Official Plants*' and inserting in 
lieu thereof "Under USDA Voluntary 
Poultry Inspection Service.** Redesig¬ 
nate "Figure 5*’ as "Figure 4." 

Issued at Washington, D. C- the 25th 
day of February 1958. 

I seal 1 Frank E. Blood. 

Acting Deputy Administrator , 
Agricultural Marketing Service. 

| r. R. Doc. 58-1521: Plied, Fob. 28, 1958; 

8:45 am.) 


l 7 CFR Ch. IX 1 

# (Docket No. AO-8031 

Handling or Nectarines Grown in 
California 

NOTICE OF HEARING WITH RESPECT TO 

PROPOSED MARKETING AGREEMENT AND 

ORDER 

Pursuant to the Agricultural Market¬ 
ing Agreement Act of 1937, os amended 
<48 Stat. 31. as amended: 7 U. S. C. 601 
et seq.; 68 Stat. 906, 1047), and In ac¬ 
cordance with the applicable rules of 
practice and procedure governing pro¬ 
ceedings to formulate marketing agree¬ 
ments and marketing orders (7 CFR 
Part 900): notice is hereby given of a 
public hearing to be held in the Audito¬ 
rium. Pacific Gas and Electric Building, 
1401 Fulton Street, Fresno. California, 
beginning at 10:00 a. m. ( P. s. t... March 
19, 1958, with respect to a proposed mar¬ 
keting agrement and order regulating the 
handling of nectarines grown in Califor¬ 
nia. The proposed marketing agreement 
and order have not received the approval 
of the Secretary of Agriculture. 

The public hearing is for the purpose 
or receiving evidence with respect to the 
economic and marketing conditions 
which relate to the provisions of the 
proposed marketing agreement and order 
hereinafter set forth, and to any appro¬ 
priate modifications thereof. 

The Nectarine Order Promulgation 
Committee submitted and requested a 
hearing on the proposed marketing 
agreement and order, the provisions of 
which are os follows < the sections identi¬ 
fied with an asterisk apply only to the 
proposed marketing agreement and not 
to the proposed order): 

DEFINITIONS 

Section 1. Secretary . "Secretary" 
means the Secretary of Agriculture of 
the United States, or any officer or em¬ 
ployee of the Department to whom au¬ 
thority has heretofore been delegated, 
or to whom authority may hereafter be 
delegated, to act in his stead. 


8ec. 2. Act . "Act" means Public Act 
No. 10. 73d Congress (May 12, 1933), as 
amended and as reenacted and amended 
by the Agricultural Marketing Agree¬ 
ment Act of 1937. as amended (48 Stat. 
31, as amended: 7 U. 8. C. 601 et seq.; 
68 Stat. 906. 1047). 

Sec. 3. Person . "Person" means an in¬ 
dividual. partnership, corporation, asso¬ 
ciation, or any other business unit. 

Sec. 4. Production area . "Production 
area" means the State of California. 

Sec. 5. Nectarines. "Nectarines** 
means all varieties of Glabrous peaches 
grown In the production area, classified 
botanically as genetic variant of Prunus 
pcrsica. 

Sec. 6. Varieties . "Varieties'* means 
and includes all classifications or sub¬ 
divisions of nectarines. 

Sec. 7. Fiscal period . "Fiscal period** 
is synonymous with fiscal year and 
means the 12-month period beginning on 
March 1 of each year and ending on 
the last day of February of the following 
year. 

Sec. 8. Committee. "Committee** 
means the California Nectarine Admin¬ 
istrative Committee established pursuant 
to section 20. 

Sec. 9. Grower. "Grower" Is synony¬ 
mous with producer and means any per¬ 
son who produces nectarines for the 
fresh market and who has a proprietary 
Interest therein. 

Sec. 10. Handler. "Handler" is synon¬ 
ymous with shipper and means any per¬ 
son (except a common or contract car¬ 
rier transporting nectarines owned by 
another person) who handles nectarines. 

Sec. 11. Handle . "Handle" and ship 
arc synonymous and mean to sell, con¬ 
sign, deliver, or transport nectarines, or 
to cause nectarines to be sold, consigned, 
delivered, or transported, between the 
production area and uny point outside 
thereof, or within the production area: 
Provided, That the term handle shall not 
include the transportation within the 
production area of nectarines from the 
orchard where grown to a packing facil¬ 
ity located within such area for prepara¬ 
tion for market, or the delivery of such 
nectarines to such packing facility for 
such preparation. 

Sec. 12. District. "District** means 
the applicable one of the following de¬ 
scribed subdivisions of the production 
area or such other subdivisions as may 
be prescribed pursuant to section 31: 

(a) "District 1** shall include the 
counties of Fresno and Madera. 

(b) "District 2” shall include the 
counties of Tulare. Kings, and Kern. 

<c> "District 3" shall include the 
counties of Merced and Stanislaus. 

(d> "District 4" shall include the 
balance of the production area. 

Sec. 13. Pack. **Pack” means the spe¬ 
cific arrangement, size, weight, count, or 
grade of a quantity of nectarines In a 
particular type and size of container, 
or any combination thereof. 

Sec. 14. Container. "Container" 
means a box, bag, crate, lug, basket, car- 
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ton. package, or any other type of re¬ 
ceptacle, Including all markings thereon, 
used In the packaging or handling of 
nectarines. 

ADMINISTRATIVE BODY 

Sec. 20. Establishment and member - 
ship. There is hereby established a Cali¬ 
fornia Nectarine Administrative Com¬ 
mittee consisting of seven members each 
of whom shall have an alternate who 
shall have the same qualifications as the 
member for whom he Is an alternate. 
The members and their alternates shall 
be growers or employees of growers. 
Three of the members and their respec¬ 
tive alternates shall be producers of 
nectarines in District 1. Two of the 
members and their respective alternates 
shall be producers of nectarines in Dis¬ 
trict 2. One of the members and his 
alternate shall be producers of nectarines 
in District 3; and one member and his 
alternate shall be producers of nectarines 
in District 4. 

Sec. 21. Term of office. The term of 
office of each member and alternate 
member of the committee shall be for one 
year beginning March 1 and ending on 
the last day of February. Members and 
alternate members shall serve in such 
capacities for the portion of the term 
of office for which they are selected and 
have qualified and until their respective 
successors are selected and have quali¬ 
fied. 

Sec. 22. Nominatioii —(a> Initial mem¬ 
bers. Nominations for each of the 
initial members together with nomina¬ 
tions for the initial alternate members 
for each position, may be submitted to 
the Secretary by the committee responsi¬ 
ble for promulgation of this part. Such 
nominations may be made by means of 
group meetings of the growers concerned 
in each district. Such nominations, if 
made, shall be filed with the Secretary 
no later than the effective date of this 
part. In the event nominations for 
Initial members and alternate members 
of the committee are not filed pursuant 
to, and within the time specified, in this 
section, the Secretary may select such 
initial members and alternate members 
without regard to nominations, but se¬ 
lections shall be on the basis of the rep¬ 
resentation provided for in section 20. 

(b) Successor members. (1) The com¬ 
mittee shall hold or cause to be held, not 
later than February 15 of each year, a 
meeting or meetings of growers in each 
district for the purpose of designating 
nominees for successor members and al¬ 
ternate members of the committee. 
These meetings shall be supervised by 
the committee which shall prescribe such 
procedure ns shall be reasonable and 
fair to all persons concerned. 

(2) Only growers, including duly au¬ 
thorized employees of growers, who are 
present at such nomination meetings 
may participate in the nomination and 
election of nominees for members and 
their alternates. Each grower shall be 
entitled to cast one vote for each nomi¬ 
nee to be elected in the districts in which 
he produces nectarines. 

<3) A grower or a duly authorized em¬ 
ployee of a grower may participate in 
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nominations and elections in each dis¬ 
trict in which such growler produces 
nectarines: Provided , That no such 
single entity shall be eligible for com¬ 
mittee membership in more than one 
district. 

Sec. 23. Selection. From the nomina¬ 
tions made pursuant to section 22 or from 
other qualified persons, the Secretary 
shall select the seven grower members of 
the committee and an alternate for each 
such member. 

Sec. 24. Failure to nominate. If 
nominations are not made within the 
time and in the manner prescribed in 
section 22, the Secretary may. without 
regard to nominations, select the mem¬ 
bers and alternate members of the com¬ 
mittee on the basis of the representation 
provided for in section 20. 

Sec. 25. Acceptance. Any person se¬ 
lected by the Secretary as a member or as 
an alternate member of the committee 
shall qualify by filing a WTitten accept¬ 
ance with the Secretary promptly after 
being notified of such selection. 

Ssc. 26. Vacancies. To fill any va¬ 
cancy occasioned by the failure of any 
person selected as a member or as an 
alternate member of the committee to 
qualify, or in the event of the death, 
removal, resignation, or disqualification 
of any member or alternate member of 
the Committee, a successor for the un¬ 
expired term of such member or alter¬ 
nate member of the committee shall be 
nominated and selected in the manner 
specified in sections 22 and 23. If the 
names of nominees to fill any such va¬ 
cancy are not made available to the 
Secretary within a reasonable time after 
such vacancy occurs, the Secretary may 
fill such vacancy without regard to nom¬ 
inations. which selection shall be made 
on the basis of representation provided 
for in section 20. 

Sec. 27. Alternate members. An al¬ 
ternate member of the committee, during 
the absence or at the request of the 
member for whom he is an alternate, 
shall act in the place and stead of such 
member and perform such other duties 
as assigned. In the event of the death, 
removal, resignation, or disqualification 
of a member, his alternate shall act for 
him until a successor for such member is 
selected and has qualified. In the event 
both a member of the committee and 
his alternate are unable to attend a com¬ 
mittee meeting, the member or the com¬ 
mittee may designate any other alternate 
member from the same district to serve 
in such member s place and stead. 

Sec. 30. Poirers. The committee shall 
have the following powers: 

<a) To administer the provisions of 
this part in accordance with its terms; 

(b) To receive, investigate, and report 
to the Secretary complaints of violations 
of the provisions of this part? 

<c> To make and adopt rules and reg¬ 
ulations to effectuate the terms and pro¬ 
visions of this part; and 

(d) To recommend to the Secretary 
amendments to this part. 

Sec. 31. Duties. The committee shall 
have, among others, the following duties: 
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(a) To select a chairman and such 
other officers as may be necessary, and 
to define the duties of such officers: 

(b) To appoint such employees, 
agents, and representatives as it may 
deem necessary, and to determine com¬ 
pensation and to define the duties of 
each; 

(c) To submit to the Secretary as 
soon as practicable after the beginning 
of each fiscal period a budget for such 
fiscal period, including a report in ex¬ 
planation of the items appearing therein 
and a recommendation as to the rate of 
assessment for such period: 

<d) To keep minutes, books and rec¬ 
ords which will reflect all of the acts and 
transactions of the committee and which 
shall be subject to examination by the 
Secretary; 

(e> To prepare periodic statements of 
the financial operations of the committee 
and to make copies of each such state¬ 
ment available to growers and handlers 
for examination at the office of the 
committee; 

(t) To cause its books to be audited by 
a competent public accountant at least 
once each fiscal year and at such times 
as the Secretary may request: 

(g) To act as intermediary between 
the Secretary and any grower or handler; 

<h> To investigate and assemble data 
on the growing, handling, and marketing 
conditions with respect to nectarines; 

(I) To submit to the Secretary such 
available information as he may request; 

(J) To give the Secretary the same 
notice of meetings of the committee as is 
given to its members: 

(k) To investigate compliance with 
the provisions of this part: 

(l) With the approval of the Secretary, 
to redefine the districts into which the 
production area is divided and to reap¬ 
portion the representation of any district 
on the committee: Provided , That any 
such changes shall reflect, insofar as 
practicable, shifts in nectarine produc¬ 
tion within the districts and the produc¬ 
tion area. 

Sec. 32. Procedure. <a> Five mem¬ 
bers of the committee, or alternates act¬ 
ing for members, shall constitute a 
quorum and any action of the committee 
shall require the concurring vote of the 
majority of those present: Provided , That 
any action of the committee to recom¬ 
mend regulations pursuant to sections 50 
through 55 shall require at least five 
concurring votes. 

(b) The commitec may vote by tele¬ 
phone, telegraph, or other means of com¬ 
munication. and any votes so cast shall 
be confirmed promptly in writing: Pro¬ 
vided, That if an assembled meeting is 
held, all votes shall be cast in person. 

Sec. 33. Expenses and compensation . 
The members of the committee, and al¬ 
ternates when acting as members, shall 
be reimbursed for expenses necessarily 
incurred by them in the performance of 
their duties under this part and may also 
receive compensation, as determined by 
the committee, which shall not exceed 
$5.00 per day or portion thereof spent in 
performing such duties: Provided , That 
at its discretion the committee may re¬ 
quest the attendance of one or more al- 
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tcmates at any or all meetings, not¬ 
withstanding the expected or actual 
presence of the respective members, and 
may pay expenses and compensation, as 
aforesaid. 

Sec. 34. Annual report. The commit¬ 
tee shall, as soon as Is practicable after 
the close of each marketing season, pre¬ 
pare and mall an annual report to the 
Secretary and make a copy available to 
each grower and handler who requests a 
copy of the report. 

EXPENSES AND ASSESSMENTS 

Sec. 40. Expenses . The committee Is 
authorized to incur such expenses, in¬ 
cluding the reserve fund provided for In 
section 42 (a) (2). as the Secretary finds 
are reasonable and likely to be Incurred 
by the committee to enable it to exercise 
Its powers and perform its duties in ac¬ 
cordance with the provisions of this part 
during each fiscal period. The funds to 
cover such expenses shall be acquired by 
the levying of assessments as prescribed 
in section 41, 

Sec. 41. Assessments, (a) Each person 
who first handles nectarines shall, with 
respect to the nectarines so handled by 
him, pay to the committee upon demand 
such person’s pro rata share of the ex¬ 
penses which the Secretary finds will be 
incurred by the committee during each 
fiscal period. Each such person's share 
of such expenses shall be equal to the 
ratio between the total quantity of nec¬ 
tarines handled by him as the first han¬ 
dler thereof during the applicable fiscal 
period and the total quantity of nec¬ 
tarines so handled by all persons during 
the same fiscal period. 1 he payment of 
assessments tor the maintenance and 
functioning of the committee may be re¬ 
quired under this part throughout the 
period it is in effect irrespective of 
whether particular provisions thereof are 
suspended or become inoperative. 

(b) The Secretary shall fix the rate of 
assessment to be paid by each such per¬ 
son. At any time during or after the 
fiscal period, the Secretary may increase 
the rate of assessment in order to secure 
sufficient funds to cover any later finding 
by the Secretary relative to the expenses 
which may be incurred. Such increase 
shall be applied to all nectarines handled 
during the applicable fiscal period. In 
order to provide funds for the adminis¬ 
tration of the provisions of this part 
during the first part of a fiscal period be¬ 
fore sufficient operating income is avail¬ 
able from assessments on the current 
year’s shipments, the committee may 
accept the payment of assessments in 
advance, and may also borrow* money for 
such purposes. 

Sec. 42. Accounting . (a) If. at the 

end of a fiscal period, the assessments 
collected are in excess of expenses in¬ 
curred. such excess shall be accounted 
for as follows: 

(1) Except as provided In subpara¬ 
graph (2) of this paragraph, each person 
entitled to proportionate refund of any 
excess assessment shall be paid such re¬ 
fund: Provided , That any sum paid by 
a person In excess of bis pro rata share 
of the expenses during any fiscal period 
may be applied by the committee at the 
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end of such fiscal period to any outstand¬ 
ing obligations due the committee from 
such person. 

(2) The Secretary, upon recommenda¬ 
tion of the committee, may determine 
that it Is appropriate for the mainte¬ 
nance and functioning of the committee 
that the funds remaining at the end of 
a fiscal period which are in excess of 
the expenses necessary for committee 
operations during such period be carried 
over into following periods as a reserve. 
Such reserve may be established at an 
amount not to exceed approximately 
one fiscal period’s operational expenses; 
and such reserve may be used to cover 
the necessary expenses of Liquidation, in 
the event of termination of this part, 
and to cover the expenses incurred for 
the maintenance and functioning of the 
committee during any fiscal period when 
there is a crop failure, or during any 
period of suspension of any or all of 
the provisions of this part. Such reserve 
may also be used by the committee to 
finance its operations, during any fiscal 
period, prior to the time that assessment 
income is sufficient to cover such ex¬ 
penses; but any of the reserve funds so 
used shall be returned to the reserve as 
soon as assessment income is available 
for tills purpose. Upon termination of 
this part, any funds not required to 
defray the necessary expenses of liqui¬ 
dation shall be disposed of in such man¬ 
ner as the Secretary may determine to 
be appropriate: Provided. That to the 
extent practical, such funds shall be re¬ 
turned pro rata to the persons from 
whom such funds were collected. 

<b> All funds received by the commit¬ 
tee pursuant to the provisions of this 
part shall be used solely for the purposes 
specified in this part and shall be ac¬ 
counted for in the manner provided In 
this part. The Secretary may at any 
time require the committee and its mem¬ 
bers to account for all receipts and 
disbursements. 

(c) Upon the removal or expiration of 
the term of office of any member of the 
committee, such member shall account 
for all receipts and disbursements and 
deliver all property and funds In his 
possession to his successor in office, and 
shall execute such assignments and 
other instruments as may be necessary 
or appropriate to vest in such successor 
full title to all of the property, funds, 
and claims vested in such member 
pursuant to this part. 

RESEARCH 

Sec. 45. Marketing research and de¬ 
velopment. The committee, with the 
approval of the Secretary, may establish 
or provide for the establishment of mar¬ 
keting research and development proj¬ 
ects designed to assist, improve or 
promote the marketing, distribution, and 
consumption of nectarines. The expense 
of such projects shall be paid from funds 
collected pursuant to section 41. 

REGULATIONS 

Sec. 50. Marketing policy. Each sea¬ 
son prior to making any recommenda¬ 
tions pursuant to section 51, the com¬ 
mittee shall submit to the Secretary a 
report setting forth its marketing policy 


for the ensuing season. Such market¬ 
ing policy report shall contain informa¬ 
tion relative to: 

(1) The estimated total production of 
nectarines within the production area: 

(2) The expected general quality and 
size of nectarines in the production area 
and in other Areas; 

(3) The expected demand conditions 
for nectarines in different market out¬ 
lets: 

(4> The expected shipments of nec¬ 
tarines produced in the production area 
and in areas outside the production area; 

(5) Supplies of competing commod¬ 
ities; 

<G) Trend and level of consumer 
Income: 

(7) Other factors having a bearing on 
the marketing of nectarines; and 

(8) The type of regulations expected to 
be recommended during the season. 

Sec. 51. Recommendations for regu¬ 
lation. (a) Whenever the committee 
deems it advisable to regulate the han¬ 
dling of any variety or varieties of nec¬ 
tarines in the manner provided in section 
52, it shall so recommend to the 
Secretary. 

(b) In arriving at its recommendations 
for regulation pursuant to paragraph <a> 
of this section, the committee shall give 
consideration to current information 
with respect to the factors affecting the 
supply and demand for nectarines dur¬ 
ing the period or periods when it is pro¬ 
posed that such i*egulation should be 
made effective. With each such recom¬ 
mendation for regulation, the committee 
shall submit to the Secretary the data 
and information on which such recom¬ 
mendation is predicated and such other 
available information as the Secretary 
may request. 

Sec. 52. Issuance of regulations, (a) 
The Secretary shall regulate, in the man¬ 
ner specified in this section, the handling 
of nectarines whenever he finds, from 
the recommendations and information 
submitted by the committee, or from 
other available information, that such 
regulations will tend to effectuate the 
declared policy of the act. Such regu¬ 
lations may: 

(1) l imit, during any period or periods, 
the shipment of any particular grade, 
size, quality, maturity, or pack, or any 
combination thereof, of any variety or 
varieties of nectarines grown in the pro¬ 
duction area; 

(2) Limit the shipment of nectarines 
by establishing, in terms of grades, sizes, 
or both, minimum standards of quality 
and maturity during any period when 
season average prices are expected to 
exceed the parity level; 

(3> Fix the size, capacity, weight, di¬ 
mensions. markings, or pack of the con¬ 
tainer. or containers, which may be used 
in the packaging or handling of 
nectarines. 

(b) The committee shall be informed 
immediately of any such regulation is¬ 
sued by the Secretary, and the committee 
shall promptly give notice thereof to 
handlers. 

Sec. 53. Modification, suspension , or 
termination of regulations, (a) In the 
event the committee at any time finds 
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that, by reason of changed conditions, 
any regulations issued pursuant to sec¬ 
tion 52 should be modified, suspended, or 
terminated. It shall so recommend to the 
Secretary. 

<b) Whenever the Secretary finds, 
from the recommendations and infor¬ 
mation submitted by the committee or 
from other available information, that a 
regulation should be modified, suspended, 
or terminated with respect to any or 
all shipments of nectarines in order to 
effectuate the declared policy of the act. 
he shall modify, suspend, or terminate 
such regulation. On the same basis and 
in like manner the Secretary may 
terminate any such modification or sus¬ 
pension. If the Secretary finds that a 
regulation obstructs or docs not tend to 
effectuate the declared policy of the act, 
he shall suspend or terminate such regu¬ 
lation. On the same basis and in like 
manner the Secretary may terminate any 
such suspension. 

See. 54. Special pxtrpose shipments. 

(a) Except as otherwise provided in this 
section, any person may. without regard 
to the provisions of sections 41. 52. 53. 
and 55. and the regulations issued there¬ 
under, handle nectarines (1) for con¬ 
sumption by charitable institutions; <2) 
for distribution by relief agencies; or (3) 
for commercial processing into products. 

(b) Upon the basis of recommenda¬ 
tions and information submitted by the 
committee, or from other available in¬ 
formation, the Secretary may relieve 
from any or all requirements, under or 
established pursuant to sections 41. 52. 
53, or 55. the handling of nectarines in 
such minimum quantities, or types of 
shipments, to designated market areas 
within the State of California, or for such 
specified purposes (including shipments 
to facilitate the conduct of marketing re¬ 
search and development projects estab¬ 
lished pursuant to section 45), as the 
committee, with approval of the Secre¬ 
tary, may prescribe. 

(c) The committee shall, with the ap¬ 
proval of the Secretary, prescribe such 
rules, regulations, and safeguards as it 
may deem necessary to prevent nectar¬ 
ines liandled under the provisions of this 
section from entering the channels of 
trade for other than the specific purposes 
authorized by this section. Such rules, 
regulations, and safeguards may include 
the requirements that handlers shall file 
applications and receive approval from 
the committee for authorization to han¬ 
dle nectarines pursuant to this section, 
and that such applications be accompa¬ 
nied by a certification by the intended 
purchaser or receiver that the nectarines 
will not be used for any purpose not 
authorized by this section. 

Sec. 55 Inspection and certification, 

(a) Whenever the handling of any 
variety of nectarines is regulated pur¬ 
suant to section 52 or section 53. each 
handler who handles nectarines shall, 
prior thereto, cause such nectarines to be 
inspected by the Federal or Federal-State 
Inspection Service and certified by it as 
meeting the applicable requirements of 
such regulation: Provided. That Inspec¬ 
tion and certification shall not be re- 
No. 43—58-3 


quired for nectarines which previously 
have been so inspected and certified. 
Promptly after inspection and certifica¬ 
tion. each such handler shall submit, or 
cause to be submitted, to the committee a 
copy of the certificate of inspection is¬ 
sued with respect to such nectarines. 
The committee may. with the approval of 
the Secretary, prescribe rules and regu¬ 
lations waiving the inspection require¬ 
ments of this section where it is deter¬ 
mined that inspection is not available: 
Provided. That all shipments made 
under such waiver shall comply with all 
regulations in effect. 

(b) The committee may, with the ap¬ 
proval of the Secretary, establish a pe¬ 
riod prior to shipment during which the 
inspection required by this section must 
be performed. 

REPORTS 

Sec. 60. Reports . <a> Each handler 
shall furnish to the committee, at such 
times and for such periods as the com¬ 
mittee may designate, certified reports 
concerning each shipment of nectarines 
as follows: 

(1> The name of the shipper and the 
shipping point; 

(2) The car or truck license number 
and identification of the carrier; 

(3) The date and time of departure; 

(4 > The number and type of containers 
in the shipment; 

(5) The variety, grade, and size of the 
fruit; 

<6> The destination; 

(7) Identification of the inspection 
certificate pursuant to which the fruit 
was handled. 

<b> Upon request of the committee, 
made with the approval of the Secretary, 
each handler shall furnish to the com¬ 
mittee. in such manner and at such times 
as it may prescribe, such other informa¬ 
tion as may be necessary to enable the 
committee to perform its duties under 
this part. 

(c) Each handler shall maintain for 
at least two succeeding fiscal years, such 
records of the nectarines received and 
disposed of by him as may be necessary 
to verify the reports he submits to the 
committee pursuant to this section. 

(d> All reports and records submitted 
by handlers pursuant to the provisions of 
this section shall be received by, and at 
all times be in custody of, one or more 
designated employees of the committee. 
No such employee shall disclose to any 
person, other than the Secretary upon 
request therefor, data or information 
obtained or extracted from such reports 
and records which might affect the trade 
position, financial condition, or business 
operation of the particular handler from 
whom received: Prodded.That such data 
and information may be combined, and 
made available to any person, in the 
form of general reports in which the 
identities of the individual handler fur¬ 
nishing the information is not disclosed 
and may be revealed to any extent neces¬ 
sary to effect compliance with the pro¬ 
visions of this part and the regulations 
issued thereunder. 

miscellaneous provisions 

Sec. 61. Compliance. Except as pro¬ 
vided in this port, no person shall handle 


nectarines, the shipment of which has 
been prohibited by the Secretary in ac¬ 
cordance with the provisions of this part: 
and no person shall handle nectarines 
except in conformity with the provisions 
of this part and the regulations issued 
under this part. 

Sec. 62. Right of the Secretary. The 
members of the committee (including 
successors and alternates), and any 
agents, employees, or representatives 
thereof, shall be subject to removal or 
suspension by the Secretary at any time. 
Each and every regulation, decision, de¬ 
termination, or other act of the com¬ 
mittee shall be subject to the continuing 
right of the Secretary to disapprove of 
the same at any time. Upon such disap¬ 
proval, the disapproved action of the 
committee shall be deemed null and void, 
except as to acts done in reliance thereon 
or in accordance therewith prior to such 
disapproval by the Secretary. 

Sec. 63. Effective time. The provisions 
of this part, and of any amendment 
thereto, shall become effective at such 
time as the Secretary may declare above 
his signature to this part, and shall con¬ 
tinue in force until terminated in one of 
the w r ays specified in section 64. 

Sec. 64. Termination, (a) The Secre¬ 
tary may at any time terminate the pro¬ 
visions of this part by giving at least one 
day's notice by means of a press release 
or in any other manner in which he may 
determine. 

(b) The Secretary shall terminate or 
suspend the operation of any and all of 
the provisions of this part whenever he 
finds that such provisions do not tend to 
effectuate the declared policy of the act. 

(c) The Secretary shall terminate the 
provisions of this part whenever he finds 
by referendum or otherwise that such 
termination Is favored by a majority of 
the growers: Provided, That such ma¬ 
jority have, during the current market¬ 
ing season, produced more than 50 per¬ 
cent of the volume of the nectarines 
which were produced within the produc¬ 
tion area for shipment In fresh form. 
Such termination shall become effective 
on the first day of March subsequent to 
the announcement thereof by the Secre¬ 
tary. 

(d> The Secretary shall conduct a 
referendum within the period beginning 
December 1. 1960, and ending February 1. 
1961. to ascertain whether conlinuanco 
of this part is favored by the growers. 
The Secretary shall conduct such a ref¬ 
erendum within the some 2 months* pe¬ 
riod of every second marketing season 
thereafter. 

(e) The provisions of this* part shall, 
in any event, terminate whenever the 
provisions of the act authorizing them 
cease to be in effect. 

Sec. 65. Proceedings after termination. 
(a) Upon the termination of the provi¬ 
sions of this part, the committee shall, 
for the purpose of liquidating the affairs 
of the committee, continue as trustees 
of all the funds and property then in its 
possession, or under its control, including 
claims for any funds unpaid or property 
not delivered at the time of such termi¬ 
nation. 
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<b) The said trustees shall (1) con¬ 
tinue In such capacity until discharged 
by the Secretary; (2) from time to time 
account for all receipts and disburse¬ 
ments and deliver all property on hand, 
together with all books and records of 
the committee and of the trustees; to 
such persons as the Secretary may direct ; 
and (3) upon the request of the Secre¬ 
tary, execute such assignments or other 
instruments necessary or appropriate to 
vest In such person, full title and right 
to all of the funds, property, and claims 
vested in the committee or the trustees 
pursuant thereto. 

(c) Any person to whom funds, prop¬ 
erty. or claims have been transferred or 
delivered, pursuant to this section, shall 
be subject to the same obligation im¬ 
posed upon the committee and upon the 
trustees,. 

Sec. 66. Effect of termination or 
amendment. Unless otherwise expressly 
provided by the Secretary, the termina¬ 
tion of this part or of any regulation 
issued pursuant to this part, or the is¬ 
suance of any amendment to either 
thereof, shall not (a) ailect or waive 
any right, duty, obligation, or liability 
which shall have arisen or which may 
thereafter arise in connection with any 
provision of this part or any regulation 
issued under this part, or <b) release 
or extinguish any violation of this part 
or of any regulation issued under this 
part, or (c) affect or impair any rights or 
remedies of the Secretary or of any other 
person with respect to any such viola¬ 
tion. 

Sec. 67. Duration of immunities. The 
benefits, privileges, and Immunities con¬ 
ferred upon any person by virtue of this 
part shall cease upon its termination, 
except with respect to acts done under 
and during the existence of this part. 

8ec. 68. Agents. The Secretary may, 
by designation in writing, name any of¬ 
ficer or employee of the United States, or 
name any agency or division in the 
United States Department of Agricul¬ 
ture, to act as his agent or representa¬ 
tive in connection with any of the provi¬ 
sions of this part. 

Sec. 69. Derogation. Nothing con¬ 
tained in this part is. or shall be con¬ 
strued to be, in derogation or in modifi¬ 
cation of the rights of the Secretary or 
of the United States <a> to exercise any 
powers granted by the act or otherwise, 
or <b> in accordance with such powers, 
to act in the premises whenever such 
action is deemed advisable. 

Sec. 70. Personal liability. No mem¬ 
ber or alternate member of the com¬ 
mittee and no employee or agent of the 
committee shall be held personally re¬ 
sponsible. either individually or jointly 
with others, in any way whatsoever, to 
any person for errors In judgment, mis¬ 
takes. or other acts, either of commission 
or omission, as such member, alternate, 
employee, or agent, except for acts of 
dishonesty, willful misconduct, or gross 
negligence. 

Sec. 71. Separability. If any provi¬ 
sion of this part is declared invalid or 
the applicability thereof to any person, 
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circumstance, or thing is held invalid, the 
validity of the remainder of this part or 
the applicability thereof to any other 
person, circumstance, or thing shall not 
be affected thereby. 

Sec. 72. Counterparts • This agree¬ 
ment may be executed in multiple coun¬ 
terparts and when one counterpart is 
signed by the Secretary, all such counter¬ 
parts shall constitute, when taken to¬ 
gether. one and the same instrument as 
if all signatures were contained in one 
original 

Sec. 73. Additional parties .• After 
the effective date hereof, any handier 
may become a party to this agreement 
if a counterpart is executed by him and 
delivered to the Secretary. This agree¬ 
ment shall take effect as to such new 
contracting party at the time such 
counterpart is delivered to the Secre¬ 
tary, and the benefits, privileges, and im¬ 
munities conferred by this agreement 
shall then be effective as to such new 
contracting party. 

Sec. 74. Order with marketing agree¬ 
ment. 9 Each signatory handler hereby 
requests the Secretary to issue, pursuant 
to the act. an order providing for the 
regulating of the handling of nectarines 
in the same manner as is provided for in 
this agreement. 

Copies of this notJce of hearing may 
be obtained from the Office of the Hear¬ 
ing Clerk. United States Department of 
Agriculture, Hoorn 112. Administration 
Building. Washington 25, D. C.. or the 
Field Representative, Fruit and Vege¬ 
table Division, Agricultural Marketing 
Service. 701 K Street. Room 302. Sacra¬ 
mento 14. California. 

Dated: February 26.1958. 

I seal 1 F. R. Burke. 

Acting Deputy Administrator. 

Marketing Service . 

|F. R. Doc. 58-1569: Filed. Feb. 28. 1958; 

8:51 a m.J 


I 7 CFR Part 927 ] 

| Docket No. AO-71-A331 

Handling of Milx in New York-New 
Jersey Milk Marketing Area 

DECISION WITH RESPECT TO PROPOSED 
AMENDMENTS TO TENTATIVE MARKETING 
ACREEMCNT AND TO ORDER 

Pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (7 U. S. C. 601 et seq.), 
and the applicable rules of practice and 
procedure governing the formulation of 
marketing ag reements and marketing 
orders <7 CFR Part 9001, a public hear¬ 
ing was held at Utica, New York, on De¬ 
cember 5th and 6th, 1957, pursuant to 
notice thereof which was issued Novem¬ 
ber 22,1957 < 22 F. R. 9481). 

Upon the basis of the evidence intro¬ 
duced at the hearing and the record 
thereof, the Deputy Administrator. Agri¬ 
cultural Marketing Service, on February 
4. 1958 (23 F. R. 830> filed with the Hear¬ 
ing Clerk. United States Department of 
Agriculture, his recommended decision 


containing notice of the opportunity to 
file written exceptions thereto. No ex¬ 
ceptions to the recommended decision 
were filed. 

The only material issue on the record 
of the hearing relates to the question of 
whether the order should be amended by 
reducing the level of Class I-A prices. 

Findings and conclusions. The fol¬ 
lowing findings and conclusions on the 
material issue are based on evidence pre¬ 
sented at the hearing and the record 
thereof. 

The hearing was called in compliance 
with a provision of the order (5 927.40 
(b) (3) requiring that, whenever for each 
of three consecutive months the mini¬ 
mum price established for Class I-A milk 
is more than $2.50 (or less than $1.00) 
higher than the average of prices re¬ 
ported to have been paid by specified 
Midwest condenseries. (Da public hear¬ 
ing be called promptly to consider those 
and other economic conditions, or (2) 
announcement be made of a determina¬ 
tion that such a hearing should not be 
held, together with reasons for such de¬ 
termination. The calling of the hearing 
constituted an exercise of the first of 
these authorized choices in recognition 
of the fact that the Class I-A price was 
more than $2.50 higher than the average 
of prices reported to have been paid by 
the specified Midwest condenseries for 
each of the months of August, Septem¬ 
ber. and October 1957. 

A decision on the issue here presented 
requires consideration of the purposes or 
objectives properly sought to be accom¬ 
plished in the fixing of Class I-A prices 
under the order. The Agricultural Mar¬ 
keting Agreement Act of 1937. as 
amended, pursuant to which minimum 
prices are established under the order, 
authorizes the Secretary of Agriculture 
to fix such prices as he finds will reflect 
the price of feeds, the available supply 
of feeds, and other economic conditions 
which affect market supply and demand 
for milk in the marketing area, insure 
a sufficient quantity of pure and whole¬ 
some milk and be in the public interest. 
Prices established under the order must 
conform to these standards. 

Monthly Class I-A prices for the year 
1957 averaged $5.64, an increase of 35 
cents over the average In 1956 and higher 
than for any prior year since 1951 when 
the annual average also was $5.64. The 
level of Class I-A prices declined from 
1951 to an average of $5.13 in 1954. This 
decline reflected increased supplies of 
pool milk relative to fluid sales. In¬ 
creases in 1955 and 1956 of 7 and 9 cents, 
respectively, from the 1954 level reflect 
increases in the wholesale price index 
and also improved utilization during 
the last half of 1956. The Increase of 
35 cents from 1956 to 1957 in the level 
of the Class I-A price reflects both 
further increases In the wholesale price 
index and the utilization for fluid use 
of a higher percentage of the total vol¬ 
ume of pooled milk. 

Receipts of pool milk In the 12-month 
period ending with July 1957 were 7 per¬ 
cent less than during the 12-month 
period ending with August 1956. Concur¬ 
rently, Class I sales increased 3 percent. 
(Expansion of the marketing area effec- 
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Uve August 1, 1957. precludes a direct 
comparison of receipts and sales volumes 
since that date with those occurring 
previously.) In July 1957, the number of 
producers delivering to pool plants 
(43,724) was 3,353 less than in July 1956 
and 5.982 less than in July 1954. De¬ 
liveries of milk per dny per producer were 
less than a year earlier in eight of the 
twelve months ending with July 1957 
contrary to a consistent trend during the 
preceding several years. 

Reflecting this reduction In supply and 
increase in fluid sales, the percentage 
(hereinafter called '‘utilization percent¬ 
age*') of pool milk utilized in Class I 
together with milk used for fluid cream 
in the marketing area (also required by 
health authorities to be from approved 
sources), has been higher in each month 
since August 1953 than in the same 
month a year earlier. The average of 
monthly utilization percentages during 
the 12-month period ending with July 
1957 increased to 60.3 from an average 
of 54.3 during the 12-month period end¬ 
ing with August 1953. This Is a larger 
increase than has occurred at any time 
since 1946 and reversed a trend of gen¬ 
erally declining utilization percentages 
during the entire period from 1946 to 
August 1956. 

Expansion of the marketing area effec¬ 
tive August 1, 1937. contributed to a 
further increase in utilization percent¬ 
ages in recent months with the result 
that during the period Auguri-November 
1957. utilization percentages (including 
fluid cream in all of the expanded area) 
averaged 78.2 compared with 68.5 and 
62.9 during the some periods of 1956 and 
1955. respectively. Calculated on this 
basis, the utilization percentage in 
August 1957 (73.7) was higher than in 
August of any prior year and in Novem¬ 
ber <82 4) was the highest since 1948. 
Using only Class 1 sales in the calculation 
of utilization percentages, such percent¬ 
ages averaged 65.9 during the Auguat- 
Novcmber 1957 period compared with 
60.5 and 55.3. respectively, in comparable 
periods of 1956 and 1255. Class I-A 
prices exceeding the Midwest condcnsery 
prices by more than $2.50 in recent 
months have occurred during a period 
when utilization percentages were accel¬ 
erating and when the supply for the 
market was not greatly in excess of fluid 
requirements plus an adequate reserve. 

Consideration of the relationship be¬ 
tween the Class I-A price and Class I 
prices In other markets is appropriate 
since the supply of milk available for 
the market may be ailected to some ex¬ 
tent by such relationship. Relative to 
Class 1 prices in most northeastern mar¬ 
kets the level of the Order No. 27 Class 
I-A price declined generally after 1950 
through 1954 and since that time has 
tended to increase so that by 1957 its 
relationship approached that prevailing 
in 1950. In most Instances, the 1957 
relationship was not significantly out of 
line with the average relationship for the 
eight-year period 1950-1957. 

Class I-A prices have exceeded Mid¬ 
west condensery prices In recent months 
by the following amounts; August $2.52, 


September $2.73. October $2 93. Novem¬ 
ber 13.07. and December $2 94. Assum¬ 
ing the same Midwest condcnsery price 
for January 1958 as for December 1957 
($3.15), the Class I-A price of $5.82 for 
January 1958 (official notice being taken 
of the announcement thereof on Decem¬ 
ber 26.1957) also will exceed the Midwest 
condcnsery price by $2.67. Although 
there will be a seasonal decline of two 
percent In the Class I-A price for Febru¬ 
ary. It probably will be slightly more than 
$2.50 above the Midwest condcnsery 
price. Thus, February will be the sev¬ 
enth consecutive month of Class I-A 
prices exceeding Midwest condensery 
prices by more than $2.50. For the rear 
1957 the average of Class I-A prices ex¬ 
ceeded the average of condensery prices 
by $2 51. 

In the application of prescribed pric¬ 
ing standards, any milk, wherever pro¬ 
duced. meeting the quality requirements 
of marketing area health authorities 
must be considered os comprising a part 
of the potential supply of milk for 
the marketing area. It is axiomatic that, 
from a strictly economic standpoint, 
there is some level of Class I-A price* at 
which additional sources of milk located 
outside the present supply area and now 
used for manufacturing purposes eco¬ 
nomically could be converted from po¬ 
tential to actual sources of supply for 
fluid use in the marketing area. The 
fixing of Class I-A prices at a level high 
enough to produce that result could be 
justified under the prescribed pricing 
standards of the act only if additional 
sources of supply were necessary in order 
to Insure an adequate supply of milk 
for the marketing area. The present and 
prospective supply of milk originating in 
territory currently supplying the market¬ 
ing nrea is adequate. Accordingly, a 
level of Class I-A prices high enough to 
attract new sources of supply cannot be 
justified. 

It is apparent, of course, in this con¬ 
nection, that the level of Class I-A prices 
in relation to the Midwest condcnsery 
price (taken as a measure of the value 
of milk for manufacturing purposes) is a 
matter of real importance. The precise 
maximum justifiable margin of Class 
I-A prices over condensery prices, how¬ 
ever. Is difficult to determine on this 
record. There is no adequate basis in 
the record for determining the cost of 
transporting from locations outside the 
present production area potential fluid 
milk supplies which currently are being 
used for manufacturing or for determin¬ 
ing the amount required for conversion 
of such manufacturing supplies to sup¬ 
plies qualified for fluid use. 

The record docs reveal, however, that 
the average margin of Class I-A prices 
over condensery prices of $2.51 for the 
year 1957, and an average margin of 
about $2.87 for the period September 
1957-January 1958. are higher than in 
any comparable periods theretofore. 
Such margin averaged $2.40 in 1949. the 
highest of any prior year. $2.13. $2.24. 
and $2.17, respectively, for the years 
1954. 1955. and 1956 and averaged $2.13 
for the nine-year period 1949-1957. The 


fact that new supplies of fluid milk from 
manufacturing areas have not entered 
the marketing area could mean that 
the 1957 margin is not high enough to 
produce that result. This conclusion 
does not appear inescapable, however, 
since there is no assurance that a Class 
I-A margin as high as in recent months 
would not produce a different result if 
maintained over on extended period. 

Present indications arc that Class I-A 
prices beginning with March 1958 and 
at least for several months thereafter 
will not exceed condensery prices by os 
much as $2.50 and that such Class I-A 
prices will be lower than for the same 
months in 1957. As earlier indicated, 
the receipts and utilization figures for 
months beginning in August 1957 are not 
comparable with earlier periods because 
of the expansion of the marketing area. 
However, it appears that the supply of 
pool milk relative to fluid sales (exclud¬ 
ing the influence of marketing area ex¬ 
pansion for which the Class I-A pricing 
formula was adjusted effective August 1, 
1957) has tended to Increase during the 
lost quarter of 1957. and that this rela¬ 
tionship will continue through at least 
the first half of 1958. Cow numbers are 
not expected to decline this year as in 
1957. In general, roughage supplies cur¬ 
rently available are more plentiful and 
of higher quality than a year ago. The 
supply of homegrown feed grains Is 
larger than a year earlier and the price 
of purchased feed grain is lower. Pro¬ 
duction per day per producer since July 
1957 has been higher than a year earlier, 
whereas it was lower than a year earlier 
during the period September 1956-April 
1957. Thus, it is anticipated that higher 
production relative to fluid sales will 
operate (again taking into account tho 
August I, 1957, formula revision off¬ 
setting the effect on utilization of ex¬ 
pansion of the marketing area), by 
means of the utilization adjustment per¬ 
centage in the Class I-A pricing formula, 
to produce a level of Class I-A prices 
during the first half of 1958 somewhat 
lower than In 1957. The other mover In 
the Class I-A formula, the wholesale 
commodity price index, also reasonably 
may be expected to average no higher 
during the first half of 1958 than in 1957, 

The question of amending the provi¬ 
sion of the order requiring a review of 
Class I-A prices whenever they exceed 
condensery price* by more than $2.50 
was not an Issue at the hearing. Evi¬ 
dence was presented, however, designed 
to show that changed conditions since 
adoption of that provision in 1950 render 
the $2.50 figure Inapplicable or inappro¬ 
priate as a compelling reason for reduc¬ 
ing the level of the Class I-A price. It 
was stated In this connection that tho 
seasonality both of Class I-A prices and 
of condensery prices has changed since 
1950; that levels of price support affect¬ 
ing the condcnsery price have changed; 
that a change in the value of money 
makes $2.82 in 1957 equivalent to $2.50 in 
1948 and that milk transportation costs 
have Increased. 

The points were made also that the 
surplus or reserve supply over fluid re¬ 
quirements needs to be larger than here- 
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tofore because of the multiplicity of 
health authorities in the expanded mar¬ 
keting area, and that forecasts of supply- 
fluid sales relationships are more uncer¬ 
tain in view of the recent expansion of 
the marketing area, and accordingly, 
that present Class I-A pricing provisions 
should not be changed pending expe¬ 
rience for a longer period under the 
order for the expanded area. 
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It is concluded that existing provisions 
of the order for the pricing of Class I-A 
milk are operating to produce Class I-A 
prices consistent with the prescribed 
pricing standards of the act. and ac¬ 
cordingly. that no amendment of such 
provisions should be made at this time. 
However, the level of Class I-A prices 
relative to the value of milk for manu¬ 
facturing should be reconsidered upon 


recurrence of a disparity exceeding 
presently prescribed limits. 

Issued at Washington. D. C.. this 25th 
day of February 1958. 

I seal] True D. Morse, 

Acting Secretary. 

IF. R. Doc. 58-1541; Filed. Feb. 28. 1958; 
8:47 a. m. 


NOTICES 


VETERANS ADMINISTRATION 

Home Loans Guaranteed or Insured by 
the Veterans Administration 

maximum Permissible discounts 

1. Pursuant to section 605 of the Hous¬ 
ing Act of 1957 <Pub. Law 85-104, ap¬ 
proved July 12. 1957) as Implemented by 
§ 36.4312 of Veterans Administration 
Loan Guaranty and Insurance Regula¬ 
tions. the following have been deter¬ 
mined to be the maximum discounts 
payable by builders or sellers of housing 
constructed or purchased by veterans 
with financing guaranteed or insured 
under the Servicemen's Readjustment 
Act of 1944. as amended: 


f5trvt<*, Territory, or 

whore)turning local rd 


Maximum dlxxxmt 


Down pny 
rnrnt 
Hutu Hr; 


Connrcilcut... 

Mi^irwhuseiw 

New York... 

Rhode blmi'l... 

Delaware.*. 

District ol Columbia. 

Mali*.. 

Mary baud...... 

New !Iami*hlre...„.. 

Now Jtmty . 

Fonncyhania.... 

Vermont... 

Alabama... 

Florida.... 

Cleon* la....... 

Hitachi. 

Indiana.. 

Xanana.......... 

Kentucky^.....--- 

Michigan....... 

MlnouoU.. 

MlwUrfppL.. 

JdlMourl.~. 

North Carolina--- 

Booth Carolina—-- 

North D ak ot a.. -- 

Booth Dakota-- 

Ohio......................... 

Nebraaka....—-—.— 

Tmnrtftrfv__ 

Vlnrtala .. 

Wlwonilii..^ 

A/kansiw.^., 

IxMiLdana.. 

Oklahoma__ 

Writ Virginia_ 

Texan.. 

Alnakn...., 

Arluina ... 

California*. 


Colorado- 
lfawuil- 

Idaho.. — . . 

Montana........ 

Nevada. 

New Mexico.... 

Oregon. 

Puerto Mro_ 

Utah 

Washington... 

W y on d na. 

Virgin hUiui*__ 


55 


5.6 


AS 


60 


AS 


-f 


Down puy. 
wrnt 10** 


4.0 


AO 


AO 


AO 


5 5 


AO 


2. Until further notice such discount 
maximums will be applicable to guaran¬ 
teed or insured home loans for the pur¬ 
chase or construction of housing on 
which the Veterans Administration is¬ 
sued a master or Individual certificate of 
reasonable value dated August 5. 1957, 
or subsequent thereto, unless such cer¬ 
tificate includes a statement to the effect 
that the unit or units to which such 
certificate relates are exempt from the 
provisions of paragraphs <c) and <f) of 
* 36.4312. 

3. This schedule of maximum permis¬ 
sible discounts supersedes the schedule 
which was published in the Federal 
Register (22 F. R. 6305) on August 7, 
1957. 

[seal 1 Robert J. Lam there. 

Acting Deputy Administrator . 

|F. R. Doc. 58-1593; Filed, Feb. 28. 1958; 

8:61 a. tn .\ 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 

i Wyoming-0225081 
Wyoming 

ORDER PROVIDING FOR OPENING OF PUBLIC 
LANDS 

February 24,1958. 

1. In an exchange of lands made under 
the provisions of section 8 of the act of 
June 28.1034 (48 Stat. 1269 >, as amended 
June 26. 1936 (49 Stat. 1976 > the follow¬ 
ing described lands have been reconveyed 
to the United States: 

Sixth Principal Meridian, Wyoming 

T. 33 N.. R. 81 W. 

Sec. 18. LoU 3. 4. SE^eW^. 

The areas described total 122.85 acres 
of public lands. 

2. The above lands are located in 
Natrona County, 12 miles southwest of 
Casper. Wyoming, and are accessible 
from Poison Spider Highway, which 
traverses the lands. The lands arc slop¬ 
ing to rolling and support a light grass 
cover, associated with salt bush and an 
abundance of phlox. The soil is a silty 
to heavy clay and the average annual 
precipitation in the area is 14.99 inches. 

3. No application for these lands will 
be allowed under the homestead, desert- 
land. small-tract or any other non-min¬ 
eral public land law, unless the lands 
have already been classified as valuable, 
or suitable for such type of application, 
or shall be so classified upon consider¬ 


ation of an application. Any application 
which is filed will be considered on its 
merits. The lands will not be subject to 
occupancy or disposition until they have 
been classified. 

4. Subject to any existing valid rights 
and the requirements of applicable law, 
the lands described above are hereby 
opened to filing of applications, selec¬ 
tions and locations In accordance with 
the following: 

a. Applications and selections under 
the non-mineral public land laws may be 
presented to the Manager mentioned 
below, beginning on the date of this 
order. Such applications and selections 
will be considered as filed on the hour 
and respective dates shown for the var¬ 
ious clasps enumerated in the following 
paragraphs: 

(1) Applications by persons having 
prior existing valid settlement rights, 
preference rights conferred by existing 
laws, or equitable claims subject to al¬ 
lowance and confirmation will be adjudi¬ 
cated on the facts presented in support 
of each claim or right. Ail applications 
presented by persons other than those 
referred to in this paragraph will be sub¬ 
ject to the applications and claims 
mentioned in this paragraph. 

(2) All valid applications under the 
Homestead. Desert Land, and Small 
Tract Laws by qualified veterans of 
World War II or of the Korean Conflict, 
and by others entitled to preference 
rights under the act of September 27. 
1944 (58 Stat. 747; 43 U. S. C. 279-284. as 
amended), presented prior to 10:00 a. m. 
oa April 6, 1958. will be considered as 
simultaneously filed at that hour. 
Rights under such preference right ap¬ 
plications filed after that hour and be¬ 
fore 10:00 a. m. on July 6. 1958, will be 
governed by the time of filing. 

(3) Ail valid applications and selec¬ 
tions under the non-mineral public land 
laws, other than those coming under 
paragraphs (l) and (2) above presented 
prior to 10:00 a. m. on July 6. 1958 will 
be considered as simultaneously filed at 
that hour. Rights under such applica¬ 
tions and selections filed after that hour 
will be governed by the time of filing. 

b. The lands will be opened to location 
under the United States mining laws be¬ 
ginning 10:00 a. m. on July 6. 1958. 

5. Persons claiming veteran’s prefer¬ 
ence rights under paragraph a. (2) above 
must enclose with their applications 
proper evidence of military or naval 
service, preferably a complete photo¬ 
static copy of the certificate of honor- 
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able discharge* Persons claiming pref¬ 
erence rights based upon valid settle¬ 
ment. statutory preference, or equitable 
claims must enclose properly corrobo¬ 
rated statements in support of their ap¬ 
plications. setting forth all facts relevant 
to their claims. Detailed rules and regu¬ 
lations governing applications which 
may be Hied pursuant to this notice can 
be found in Title 43 of the Code of Fed¬ 
eral Regulations. 

6. Inquiries concerning these lands 
shall be addressed to the Manager. Land 
Office. Bureau of Land Management. 
Post Office Box 929, Cheyenne. Wyoming. 

Eugene L. Schmidt. 
Lands and Minerals Officer. 

IP. R. Doc. 58-1528; Piled. Feb. 28. 1988; 
8:46 a. m ] 


DEPARTMENT OF COMMERCE 

Federal Maritime Board 

Member Lines or Western Hemisphere 
Passenger Conference 

NOTICE Or AGREEMENT FILED FOR APPROVAL 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Board for approval pursuant to 
section 15 of the Shipping Act. 1916 (39 
Stat. 733. 46 U. S. C. 814): 

Agreement No. 8030-5. between the 
member lines of the Western Hemisphere 
Passenger Conference, modifies the basic 
agreement of that conference (No. 8030, 
as amended), to provide for the inter¬ 
change of tickets among the member 
lines in accordance with rules to be set 
forth in the conference tariff. 

Interested parties may Inspect this 
agreement and obtain copies thereof at 
the Regulation Office, Federal Maritime 
Board. Washington. D. C., and may suk^ 
mit. within 20 days after publication of 
this notice in the Federal Register, writ¬ 
ten statements with reference to the 
agreement and their position as to ap¬ 
proval, disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: February 26. 1958. 

By order of the Federal Maritime 
Board. 

Geo. A. Viehmann. 

Assistant Secretary. 

IP. R. Doc. 58-1547; Piled. Feb. 28. 1958; 

8:48 a. m.J 


Member Lines or Calcutta/U. S. A. 

Conference 

notice or agreement filed for approval 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Board for approval pursuant to 
section 15 of the Shipping Act. 1916 (39 
Stat. 733. 46 U. S. C.814): 

Agreement No. 6500-10. between the 
member lines of the Calcutta/U. S. A. 
Conference, modifies the basic agreement 
of that conference (No. 6500, as 
amended), to change the voting proce¬ 
dure under the agreement. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
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the Regulation Office. Federal Maritime 
Board. Washington. D. C.. and may sub¬ 
mit, within 20 days after publication of 
this notice in the Federal Register, 
written statements with reference to the 
agreement and their position as to ap¬ 
proval, disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: February 26.1958. 

By order of the Federal Maritime 
Board. 

Geo. A. Viehmann. 
Assistant Secretary. 

IP. R. Doc. 58-1548: Piled. Peb. 28. 1958: 
8:48 A. m ] 


Member Lines or United States Atlantic 
L Gulf-Puerto Rico Conference 

notice of agreement filed for approval 

Notice is hereby given that the fold¬ 
ing described agreement has been filed 
with the Board for approval pursuant to 
section 15 of the Shipping Act, 1916 (39 
Stat. 733,46 U. S. C.814): 

Agreement No. 6120-8. between the 
member lines of the United States At¬ 
lantic & Gulf-Puerto Rico Conference, 
modifies the basic agreement of that 
conference (No. 6120, os amended), by 
removing therefrom the provision that 
no through rates will be quoted from or 
to inland points of the United States or 
Puerto Rico. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
the Regulation Office. Federal Maritime 
Board. Washington. D. C.. and may sub¬ 
mit. within 20 days after publication of 
this notice in the Federal Register, 
written statements with reference to the 
agreement and their position as to ap¬ 
proval. disapproval, or modification, to¬ 
gether with request for hearing should 
such hearing be desired. 

Dated: February 26, 1958. 

By order of the Federal Maritime 
Board. 

Geo. A. Viehmann. 

Assistant Secretary. 

IP. R. Doc. 58-1549; Plied, Peb. 28, 1958; 

8:48 a. m.) 


ATOMIC ENERGY COMMISSION 

l Docket No. 50-911 
Aerojet-General Nucleonics 
notice or issuance or construction 

PERMIT 

Please take notice that no request for 
a formal hearing having been filed fol¬ 
lowing the filing of notice of the proposed 
action with the Federal Register Divi¬ 
sion on January 31. 1958, the Atomic 
Energy Commission has issued Construc¬ 
tion Permit CPRR-23 authorizing Aero¬ 
jet-General Nucleonics to construct at 
the location in San Ramon. California 
described in the application in Docket 
No. 50-91, five research reactors each 
designed to operate at a maximum power 
of five watts (thermal). Notice of the 
proposed action was published in the 
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Federal Register on February 1, 1958, 
23 F. R. 689. 

Dated at Germantown, Md., this 20th 
day of February 1958. 

For the Atomic Energy Commission. 

H. L. Price, 
Director , 

Division of Licensing and Regulation. 

IF. R. Doc. 58-1558; Plied, Peb. 28. 1958; 
8:48 a. m \ 


[Docket No. 50-90| 

Aerojet-General Nucleonics 

notice of issuance or construction 
termit 

Please take notice that no request for 
a formal hearing having been filed fol¬ 
lowing the filing of notice of the proposed 
action with the Federal Register Division 
on February 3. 1958. the Atomic Energy 
Commission has issued Construction Per¬ 
mit CPRR-24 authorizing Aerojet-Gen¬ 
eral Nucleonics to construct at the 
location in San Ramon, California, de¬ 
scribed in the application in Docket No. 
59-90, fifteen research reactors each 
designed to operate at a maximum power 
of 100 milliwatts (thermal). Notice of 
the proposed action was published In the 
Federal Register on February 4, 1958, 
23 F. R. 725. 

Dated at Germantown, Md.. this 20th 
day of February 1958. 

For the Atomic Energy Commission. 

H. L. Price. 

Director . 

Division of Licensing and Regulation. 

IP. R. Doc. 58-1559; Piled, Peb. 28, 1958; 

8:48 a. m.J 


Atomic Energy Patent Program 

NOTICE OF PUBLIC MEETING 

Pursuant to the Notice of Review of 
the Atomic Energy Patent Program pub¬ 
lished in the Federal Register of No¬ 
vember 19. 1957. that consideration was 
being given to the holding of a public 
meeting, notice is hereby given that the 
Atomic Energy Commission will hold a 
public meeting with respect to its patent 
program at 10:00 a.m.,on the 15th day of 
April 1958, in Room 1057, at the AEC Di¬ 
ces at 1717 H Street NW.. Washington, 
D. C. 

Any person wishing to attend such 
meeting and present an oral statement 
of his views with respect to the above 
matters should so indicate not later than 
March 14,1958. in a written communica¬ 
tion to the Atomic Energy Commission, 
Office of the General Counsel, 1717 H 
Street NW.. Washington 25. D. C.. Atten¬ 
tion. Patent Branch. In order to assist 
the Commission in preparation of the 
agenda such communications should in¬ 
clude the name of the person to present 
the statement, the subjects to which the 
remarks will be addressed, and the an¬ 
ticipated time which will be required to 
present the statement. It may be neces¬ 
sary to limit the time of each presenta¬ 
tion in order to accommodate interested 
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parties, and therefore anyone desiring 
to do so may submit any additional writ¬ 
ten statements that may be made public 
by the Commission. 

An agenda for the public meeting will 
be available to the public In the Public 
Document Room of the Atomic Energy 
Commission. 1717 H Street NW. ( Wash¬ 
ington 25, D. C*, not later than March 31, 
1958. 

Dated at Germantown, Md., this 14th 
day of February 1958. 

R. W. Cook, 

Acting General Manager. 

IF. R. Doc. 58-1560: Filed, Fob. 28, 1958; 

8:48 a. m ] 


FEDERAL POWER COMMISSION 

(Docket Noe.0-14116.0-141171 

Amerada Petroleum Corf. and 
United Gas Pipe Line Co. 

kotice or applications and date or 

HEARING 

February 25,1958. 

Take notice that (1) on December 26. 
1957. United Gas Pipe Line Company 
< United), a Delaware corporation, having 
its principal place of business in Shreve¬ 
port. Louisiana, filed in Docket No. 
G-14117, an application for a certificate 
of public convenience and necessity, pur¬ 
suant to section 7 <c) of the Natural Gas 
Act, authorizing the construction and 
operation of approximately 1.8 miles of 
6-inch lateral supply pipeline, to extend 
from a point of connection near Milepost 
15 on United’s existing 6-inch pipeline in 
Acadia Parish. Louisiana, to a point In 
the South Lewisburg Field area in Acadia 
Parish, together with a purchase meter 
station, separator installation and ap¬ 
purtenances, In order to purchase, re¬ 
ceive and transport in interstate com¬ 
merce. subject to the jurisdiction of the 
Commission, natural gas produced In 
that area by Amerada Petroleum Corpo¬ 
ration. and (2) on December 26. 1957 
Amerada Petroleum Corporation < Am¬ 
erada). filed in Docket No. G-14116 an 
application for a certificate of public 
convenience and necessity, pursuant to 
section 7 <c) of the Natural Gas Act, 
authorizing the above described sale of 
natural gas to United In Interstate com¬ 
merce for resale for ultimate public con¬ 
sumption, subject to the Jurisdiction of 
the Commission, all as more fully de¬ 
scribed in the application which is on 
file with the Commission and open to 
public Inspection. 

The proposed sale of gas by Amerada 
to United will be made pursuant to a 
gas sales contract dated December 16. 
1957, as supplemented, by and between 
the aforesaid parties. 

The estimated cost of the facilities pro¬ 
posed to be constructed by United is 
$71,597. 

Temporary authorizations have been 
granted on January 29. 1958 cl) to 
United to construct and operate the pro¬ 
posed facilities as described In its appli¬ 
cation filed in Docket No. G-14117. and 
<2) to Amerada to sell natural gas In 
interstate commerce to United, as pro¬ 
posed in Docket No. G-14116. 


These related matters should be heard 
on a consolidated record and disposed of 
as promptly as possible under the appli¬ 
cable rules and regulations and to that 
end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the Jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act. and the 
Commission's rules of practice and pro¬ 
cedure. a hearing will be held on March 
25.1958 at 9:30 a. m.. e. s. t.. in a Hearing 
Room of the Federal Power Commission. 
441 G Street NW.. Washington. D. C. 
concerning the matters involved In and 
the issues presented by such applications: 
Provided , however , That the Commission 
may. after a non-contcstcd hearing, dis¬ 
pose of the proceedings pursuant to the 
provisions of 4 1.30 <ci CD or <2i of the 
Commission’s rules of practice and pro¬ 
cedure. Under the procedure herein 
provided for. unless otherwise advised, 
it will be unnecessary for Applicants to 
appear or be represented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion. Washington 25, D. C. in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before March 
17,1958. Failure of any party to appear 
at and participate in the hearing shall 
be construed as waiver of and concur¬ 
rence in omission herein of the inter¬ 
mediate decision procedure in cases 
where a request therefor is made. 

[seal] Michael J. Farrell. 

Acting Secretary . 

[F. R. Doc, 58-1529; Filed, Feb. 28. 1958; 

8:45 a. m. J 


(Docket No. 0-142811 

Texas Eastern Transmission Corp. 

NOTICE OF APPLICATION AND DATE OF 
HEARING 

February 25, 1958. 

Take notice that on January 17. 1956. 
Texas Eastern Transmission Corpora¬ 
tion <Applicant) filed in Docket No. G- 
14281 an application pursuant to section 
7 of the Natural Gas Act for a certificate 
of public convenience and necessity au¬ 
thorizing the construction and operation 
of a 2-inch tap, with metering and reg¬ 
ulating facilities on Applicant’s existing 
24-inch main line at milepost 550.58 in 
White County. Illinois, near Crossville. 
eight miles downstream from an ex¬ 
isting metering station at Carml, Illinois, 
subject to the jurisdiction of the Com¬ 
mission. and more fully described in the 
application on file with the Commission 
and open for public inspection. 

The application recites the purpo.se of 
the proposed facilities is to enable Ap¬ 
plicant to deliver gas to Consumers Gas 
Company for resale to Warren Petroleum 
Corporation for use in the operation of a 
gasoline plant near Crossville. Illinois. 

The estimated capital cost of the facil¬ 
ities is $17,335, for which Applicant will 
be reimbursed by Consumers Gas Com¬ 
pany. 

This matter Is one that should be dis¬ 
posed of as promptly as possible under 


the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act. and the 
Commission's rules of practice and pro¬ 
cedure. a hearing will be held on March 
25.1958 at 9:30 a. m.. e. s. t,, in a Hearing 
Room of the Federal Power Commission. 
441 O Street NW., Washington, D. C.. 
concerning the matters involved In and 
the issues presented by such application: 
Provided . however , That the Commis¬ 
sion may, after a non-contested hearing, 
dispose of the proceedings pursuant to 
the provisions of 4 1.30 (c) (1) or (2) of 
the Commission's rules of practice and 
procedure. Under the procedure herein 
provided for, unless otherwise advised, it 
will be unnecessary for Applicant to ap¬ 
pear or be represented at the hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D. C., in accordance 
wit h the rules of practice and procedure 
<18 CFR 1.8 or 1.10) on or before March 
21, 1958. Failure of any party to appear 
at and participate in the hearing shall 
be construed as waiver of and concur¬ 
rence in omission herein of the Inter¬ 
mediate decision procedure in cases 
where a request therefor is made. 

[seal] Michael J. Farrell, 

Acting Secretary . 

|F. R Doc. 58-1530: Filed, Feb. 28. 1958; 

8:46 a. m.| 


(Docket No. 0-145371 
San Patricio Oil Corf, et al. 

• ORDER FOR HEARING AND SUSPENDING 
PROPOSED CHANGE IN RATE 

February 25.1958. 

San Patricio Oil Corporation < Opera¬ 
tor) et aL <San Patricio), on January 
27, 1958, tendered for filing a proposed 
change in its presently effective rate 
schedule for the sale of natural gas sub¬ 
ject to the Jurisdiction of the Commis¬ 
sion. The proposed change, which con¬ 
stitutes an increased rate and charge. Is 
contained in the following designated 
filing: 

Description: Notice of change, undated. 

Purchaser: Texas Eastern Transmission 
Corporation. 

Rate schedule designation: Supplement 
No. 12 to Its FPC Oas Rate Schedule No. 2. 

Effective date: February 27. 1958 (effective 
date Is the flrst day after the expiration of 
the required thirty days* notice). 

San Patricio has based its proposed 
rate Increase upon a price redetermina¬ 
tion provision in its contract with Texas 
Eastern which was executed prior to 
June 7. 1954. The redetermination pro¬ 
vision states that at the commencement 
of the five year period beginning on 
February 5. 1958. the price shall be ad¬ 
justed upward to equal the arithmetical 
average of the three highest prices paid 
or payable by Interstate transporters in 
the lower part of Texas Railroad Com¬ 
mission District Nos. 1 and 4. 






Saturday, March 1, 1953 

The Increased rate and charge so pro¬ 
posed has not been shown to be Justified, 
and may be unjust, unreasonable, unduly 
discriminatory or preferential, or other¬ 
wise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest and to 
aid In the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 
mission enter upon a hearing concerning 
the lawfulness of the said proposed 
change, and that the above designated 
supplement be suspended and the use 
thereof deferred as herinafter ordered. 

The Commission orders: 

<A) Pursuant to the authority of the 
Natural Oas Act, particularly sections 4 
and 15 thereof, the Commission’s rules 
of practice and procedure and the regu¬ 
lations under the Natural Gas Act <18 
CFR Ch. 1). a public hearing be held 
upon a date to be fixed by notice from 
the Secretary concerning the lawfulness 
of the proposed increased rate and 
charge. 

<B> Pending such hearing and deci¬ 
sion thereon, said supplement be and it 
is hereby suspended and the use thereof 
deferred until July 27. 1958. and until 
such further time as it is made effective 
in the manner prescribed by the Natural 
Gas Act. 

<C> Neither the supplement hereby 
suspended nor the rate schedule sought 
to be altered thereby shall be changed 
until this proceeding has been disposed 
of. or until the period of suspension has 
expired, unless otherw ise ordered by the 
Commission. 

<D> Interested state commissions may 
participate as provided by 55 1.8 and 
1.37 <f> of the Commission’s rules of 
practice and procedure <18 CFR 1.8 and 
137 <f>). 

By the Commission. 

I seal 1 Michael J. Farrell, 

Acting Secretary . 

(F. R. Doc. 58-1531: Filed. Feb. 28. 1958; 

8:46 a. m.| 


CIVIL AERONAUTICS BOARD 

(Docket No. 9229 J 
INI It CIA. S. A.. Aerolineas 

NOTICE or POSTPONEMENT OF HEAR INC 

In the matter of the application of 
INI It CIA. S. A.. Aerolincas for a foreign 
air carrier permit to operate under sec¬ 
tion 402 of the Civil Aeronautics Act of 
1938, as amended, between Buenos Aires. 
Argentina and Miami. Florida via in¬ 
termediate points. 

Notice is hereby given that the hearing 
in the above-entitled application now 
assigned to be held on March 4, 1958. Is 
postponed to March 18. 1958. at 10:00 
a m . e. s. t.. In Room E-210, Temporary 
Building No. 5, 17th Street and Consti¬ 
tution Avenue NW.. Washington, D. C* 
before Examiner Ferdinand D. Moran. 

Dated at Washington, D. C., February 
25. 1958. 

I seal] Francis W. Brown, 

Chief Examiner. 

(F. R. Doc. 58-1543; Filed. Feb. 28. 1958; 

8:47 a. m.] 
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FEDERAL COMMUNICATIONS 
COMMISSION 

(Docket No. 12328; FCC S8M-172] 
Hardin County Broadcasting Co. 

ORDER SCHEDULING HEARING 

In re application of Harvard C. Bailes 
and Val D. Hickman d/b as The Hardin 
County Broadcasting Company. Silsbee, 
Texas. Docket No. 12326, File No. BP- 
11166: for construction permit. 

It is ordered . This 21st day of Feb¬ 
ruary 1958. that Jay A. Kyle will preside 
at the hearing in the above-entitled pro¬ 
ceeding which is hereby scheduled to 
commence on April 30, 1958, In Wash¬ 
ington, D. C. 

Released: February 25.1958. 

Federal Communications 
Commission. 

(seal! Mary Jane Morris, 

Secretary. 

(F. R. Doc. 58-1567: Filed. Feb. 28. 1958; 
8:51a. m.) 


(Docket No. 12118 etc.; FCC 58M-165) 
Television Broadcasters. Inc., et al. 

ORDER SCHEDULING PREHEARING CONFERENCE 

In re applications of Television Broad¬ 
casters. Inc., Beaumont. Texas. Docket 
No. 12118. File No. BMPCT-4681; for 
modification of construction permit: 
KPBX Broadcasting Company, Beau¬ 
mont. Texas. Docket No. 12120, File No. 
BPCT-2313; Brown Telecasters, Inc., 
Beaumont. Texas. Docket No. 12121. File 
No. BPCT-2327; for construction permits 
for new television broadcast stations. 

It is ordered. This 26th day of Feb¬ 
ruary 1958, that, pursuant to a prelim¬ 
inary understanding reached on the rec¬ 
ord of the above-entitled matter on Feb¬ 
ruary 24,1958. a further prehearing con¬ 
ference herein will be held at 2:00 p. m.. 
March 3,1958. In the Commission’s offices 
at Washington. D. C. 

Released: February 26. 1958. 

Federal Communications 
Commission. 

[seal] Mary Jane Morris, 

Secretary . 

(F. R. Doc. 58-1562: Filed. Feb. 28, 1958; 
8:50 a. m.| 


(Docket Not. 12245,12248; FCC 58M-17G] 

Golden Valley Broadcasting Co. 

(KRAK) and Radio Santa Rosa 

ORDER CONTINUING HEARING 

In re applications of Golden Valley 
Broadcasting Company (KRAK>. Stock- 
ton. California. Docket No. 12245. File 
No. BP-10676; Joseph E. Gamble and 
Lew L. Gamble, d/b as Radio Santa 
Rosa. Santa Rosa. California, Docket No. 
12246, File No. BP-11084; for construc¬ 
tion permits. 

The Hearing Examiner having under 
consideration an oral request by counsel 
for the Commission's Broadcast Bureau 
to continue the hearing in the above- 
entitled matter, now scheduled to com¬ 
mence February 26, 1958, to March 11, 
1958; and 

It appearing that the continuance is 
necessary because of the illness of the 
Commission’s engineer assigned to this 
case; and 

It further appearing that the other 
two parties have consented to the con¬ 
tinuance. 

It is ordered. This 24th day of Feb¬ 
ruary 1958, that the aforementioned 
hearing be. and it hereby is rescheduled 
to commence at 10:00 a. m., March 11, 
1958. in the Commission’s offices In 
Washington. D. C. 

Released: February 25. 1958. 

Federal Communications 
Commission, 

(seal! Mary Jane Morris. 

Secretary. 

(F. R. Doc. 58-1584: Filed. Feb. 28, 1958; 
8:50 a in.| 


(Change List 1] 

Dominican Republic Broadcasting 

Stations 

* 

notification or new stations, and 

CHANGES IN OR DELETIONS OF EXISTING 
STATIONS 

February 2. 1958. 

Notification of new' Dominican Re¬ 
public broadcasting stations, and of 
changes in or deletions of existing sta¬ 
tions. made In conformity with part HI, 
section n of the North American regional 
Broadcasting Agreement, Washington, 
D. C. 
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Federal Communications Commission, 
[seal! • Mary Jane Morris, 

Secretary. 


(F. R. Doc. 58-1568; Filed, Feb. 28. 1958; 8:51 a m.( 
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(Docket No. 12110. PCC 58M-182| 
Grand Haven Broadcasting Co. (WGHN) 

ORDER CONTINUING REARING 

In re Application of Grand Haven 
Broadcasting Company (WGHN >. Grand 
Haven. Michigan. Docket No. 12110. File 
No. BP-11160; for construction permit. 

The Hearing Examiner having under 
consideration the desirability of continu¬ 
ing the date of hearing; 

It appearing that there ore on file with 
the Commission two other applications 
which would involve a conflict with the 
application in this proceeding but that 
such pending applications have not yet 
been designated for hearing; and 

It further appearing that no purpose 
would be served by proceeding with the 
hearing now scheduled for February 26, 
1958: 

It is ordered. This 24th day of February 
1958, that the hearing scheduled to com¬ 
mence February 26 is continued in¬ 
definitely. 

Released: February 25. 1958. 

Federal Communications 
Commission. 

(seal! Mary Jane Morris. 

Secretary. 

IP. R. Doc. 58-1561: Filed. Feb. 28. 1958; 
8:49 a. m j 


(Docket Noe. 12176—12178; FCC 58M-186( 
KTAG Associates (KTAO-TV) et al. 

ORDER CONTINUING HEARING CONFERENCE 

In re applications of Charles W. 
Lamar. Jr.. J. Warren Berwick, Harold 
Knox. R. B. McCall. Jr., d/b as KTAG 
Associates <KTAG-TV>. Lake Charles, 
Louisiana. Docket No. 12176. File No. 
BMPCT-4682; for modification of con¬ 
struction permit; Evangeline Broadcast¬ 
ing Company. Inc,. Lafayette. Louisiana, 
Docket No. 12177, File No. BPCT-2335; 
Acadian Television Corporation, Lafay¬ 
ette. Louisiana. Docket No. 12178, File 
No. BPCT-2351; for construction per¬ 
mits for new television broadcast 
stations. 

By agreement of the parties and good 
cause having been shown therefor: It 
is ordered. This 25th day of February 
1958, that the further prehearing con¬ 
ference presently scheduled for Feb¬ 
ruary 26. 1958, is hereby continued to a 
date to be set by subsequent order at the 
request of counsel for any of the parties. 

Released: February 26. 1958. 

Federal Communications 
Commission, 

[seal 1 Mary Jane Morris. 

Secretary. 

(F. R, Doc. 58-1563; Filed, Feb. 28. 1958; 
6:50 a. m.) 


1 Docket No«. 12287. 12288; FCC 58M-1811 
Sherrill C. Corwin and K-UHF (TV) 

ORDER FOR PRE-HEARING CONFERENCE 

In re applications of Sherrill C. Cor¬ 
win. Los Angeles, California. Docket No. 
12287, File No. BPCT-2368; Frederick 


J. Basset and William E. Sullivan (Part¬ 
ners) as K-UHF (TV). Los Angeles, 
California. Docket No. 12288, File No. 
BPCT-2385; for construction permits 
for a new television broadcast station 
< Channel 34). 

A pre-hearing conference in the 
above-entitled proceeding will be held 
on Monday. March 3. 1958, beginning at 
10:00 a. m., in the offices of the Com¬ 
mission. Washington. D. C. This con¬ 
ference is called pursuant to the pro¬ 
visions of f 1.111 of the Commission’s 
rules and the matters to be considered 
are those specified In that section of the 
rules. 

It is so ordered , This the 24th day of 
February 1958. 

Released: February 25. 1958. 

Federal Communications 
Commission, 

[seal] Mary Jane Morris, 

Secretary. 

(F. R, Doc. 58-1565; Filed. Feb. 28. 1958; 

8:60*. m J 


(Docket Nos. 12318. 12319; FCC 5851-183J 

Telemusic Co. and Southwest 
Broadcasting Co.. Inc. 

order scheduling prehearing 

CONFERENCE 

In re applications of Richard C. Si¬ 
mon ton, d/b os Telemusic Co., San Ber¬ 
nardino. California. Docket No. 12318. 
File No, BPH-2188; Southwest Broad¬ 
casting Company. Inc., Redlands. Cali¬ 
fornia. Docket No. 12319. File No. BPH- 
2215: for construction permits. 

The Hearing Examiner having under 
consideration the above-entitled pro¬ 
ceeding; 

It is ordered . This 25th day of Febru¬ 
ary 1958. that all parties, or their 
attorneys, are directed to appear for a 
pre-hearing conference, pursuant to the 
provisions of 11.111 of the Com¬ 
mission's rules, at the Commission's 
offices in Washington, D. C.. at 10:00 
a. m.. March 12. 1958. 

Released: February 26.1958. 

Federal Communications 

Commission. 

[seal] Mary Jane Morris. 

Secretary. 

IF. R. Doc. 58-1566: Filed. Feb. 28. 1958; 

8:51 a. m.) 


SECURITIES AND EXCHANGE 
COMMISSION 

(File No. 70-36681 

Southwestern Gas and Electric Co. 

NOTICE OF FILING OF APPLICATION REGARDING 
acquisition or PREFERRED stock of 
NON-UTIUTY DEVELOPMENT TINANCE COR¬ 
PORATION AND NOTICE or AND ORDER FOE 
HEARING THEREON 

February 20.1958. 

Notice is hereby given that South¬ 
western Gas and Electric Company 
("Southwestern"), a public utility com¬ 
pany and a wholly-owned subsidiary of 
Central and South West Corporation 


("Central"), a registered holding com¬ 
pany. has filed an application with this 
Commission pursuant to the Public Util¬ 
ity Holding Company Act of 1935 ("act") 
and has designated sections 9 (a) (1 > and 
10 of the act and Rule U-40 promulgated* 
thereunder as applicable to the proposed 
transaction which is summarized as 
follows; 

Southwestern proposes to subscribe for 
and purchase 1,440 shares of the pre¬ 
ferred stock, par value $25 per share, of 
First Arkansas Development Finance 
Corporation ("First Arkansas"), a non¬ 
profit Arkansas corporation organized 
under the provisions of Act No. 567 of the 
Acts of Arkansas. 1957. Said shares are 
to be purchased at the par value thereof, 
and the aggregate purchase price of the 
1,440 shares Is $36,000. The preferred 
stock proposed to be purchased will not 
be entitled to receive dividends or to vote. 
Such subscription is to be conditioned 
upon the receipt by First Arkansas of 
subscriptions for a total of not less than 
$900,000 par value of its preferred stock. 
Unless subscriptions in such amount are 
received. First Arkansas cannot complete 
its organization under said Act. No. 567. 
and any payments on subscriptions for 
preferred stock will be returned. 

The purposes of First Arkansas, as set 
forth in Its Articles of Incorporation, and 
as authorized by said Act No. 567. are to 
promote and provide financing for the 
Industrial, commercial, agricultural and 
economic development of the State of 
Arkansas. 

The application states that no State 
commission or any Federal commission, 
other than this Commission, has Jurisdic¬ 
tion over the proposed transaction. 

No fees or commisions will be Incurred 
or paid by Southwestern in connection 
with the proposed transaction. South¬ 
western’s expenses In connection there¬ 
with will be nominal and are estimated 
not to exceed $200. 

It appearing to the Commission that 
it is appropriate in the public interest 
and in the interest of investors and con¬ 
sumers that a hearing be held with re¬ 
spect to the application and that such 
application shall not be granted except 
pursuant to the further order of the 
Commission: 

It is ordered. That a hearing on said 
application, pursuant to the applicable 
provisions of the act and the rules of the 
Commission, promulgated thereunder, be 
held on March 20,1958 at 10 a. m.. at the 
offices of the Commission, 425 Second 
Street NW„ Washington. D. C. On such 
date the hearing room clerk In room 193 
wil1 advise as to where such hearing will 
be held. 

Any person desiring to be heard or 
otherwise wishing to participate in this 
proceeding shall, prior to the commence¬ 
ment of the hearing, file with the hearing 
officer, hereinafter designated, a request 
relative thereto as provided by Rule XVII 
of the Commission's rules of practice and 
shall state the reasons for wishing to par¬ 
ticipate. the nature and extent of his 
interest in the proceeding, and the issues 
of fact or law raised by the application 
which he desires to controvert. 

The Division of Corporate Regulation 
has advised the Commission, upon the 
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Saturday, March 1, 1958 


basis of Its examination of the applies- 
Son. that the following matters and 
questions are presented for considera¬ 
tion. without prejudice, however, to the 
Presentation of additional matters and 
JucsUons upon further examination: 

(1) Whether the consideration to be 
fcnid by Southwestern for the preferred 
block of First Arkansas Is reasonable. 

( (2) Whether the proposed acquisition 
fcy SouUi western of the preferred stock 
*>f First Arkansas will unduly complicate 
She capital structure of the holding cora- 
£>any system of which Southwestern is a 
Part or will be detrimental to the public 
interest or the interest of Investors or 
Consumers or the proper functioning of 
Much holding company system. 

I <3) Whether the acquisition by South¬ 
western of the preferred stock of First 
{Arkansas would be detrimental to the 
Carrying out of the provisions of cec- 
|t:on 11. 

(4) Whether all State laws applicable 
[to the proposed acquisition by South¬ 
western of the preferred stock of First 
[Arkansas have been complied with. 

<5> Generally, whether the proposed 
[transactions are in all respects compat¬ 
ible with the provisions and standards of 
[the applicable sections of the act and of 
[the rules and regulations promulgated 
[thereunder: and what terms nnd condl- 
[tions, if any, should be contained in the 
order of the Commission. 

It is further ordered, That particular 
[attention be directed at said hearing to 
[the foregoing matters and questions. 

It is further ordered. That Robert N. 
Hislop or any other hearing officer or 
hearing officers of the Commission desig- 
I nated by It for that purpose shall preside 
at the hearing in such matter. The 
hearing officer so designated to preside 
at any such hearing is hereby authorized 
to exercise all powers granted to the 
Commission under section 18 <c> of the 
act and to a hearing officer under the 
! Commission's rules of practice. 

It is further ordered. That the Secre¬ 
tary of the Commission serve copies of 
this order by registered mail on the ap¬ 
plicant herein, the Arkansas Public Serv¬ 
ice Commission. First Arkansas and the 
; Arkansas State Banking Board: and that 
I notice of said hearing shall be given to ail 
1 other persons by general release of this 
Commission, which shall be distributed 
to the press and mailed to the mailing 
list for releases issued under the act, and 
by publication of this notice and order In 
the Federal Register. 

By the Commission. 

I seal] Orval L. DuBoxs, 

Secretary . 

IF. R. Doc. SB 1533: Filed. Fob. 23, 1958; 

8:46 &. hlJ 


(File No. 59-1021 

Nrw England Electric System and 
I fUBsiniARY Companies 

order dismissing proceeding in respect 
op certain issues 

Fedruary 20. 1958. 

The Commission having, on August 5, 
1957, issued its Notice of and Order for 
No. 43—58-4 


Hearing pursuant to section 11 (b) (1) of 
the Public Utility Holding Company Act 
of 1935 ("act") in respect of New Eng¬ 
land Electric System and its Subsidiary 
Companies. Respondents (Holding Com¬ 
pany Act Release No. 13525), to deter¬ 
mine what action, if any, shall be 
required to be taken to limit the opera¬ 
tions of the system to a single integrated 
public utility system and to such addi¬ 
tional systems and other businesses as 
are retainable under the provisions of 
section 11 (b) (1) of the act; and 

A public hearing having been held 
after appropriate notice, at which evi¬ 
dence was adduced solely with respect 
to the issue of whether the electric utility 
assets of New England Electric Sfstom 
and its subsidiaries constitute a single 
integrated public utility system; and 

New England Electric System having 
filed a motion and supporting memoran¬ 
dum requesting dismissal of the proceed¬ 
ing insofar as it relates to said issue; and 

The Commission having considered 
the record on said issues; and having 
this day issued its findings and opinion 
herein, on the basis of such findings and 
opinion: 

It is ordered. That the proceeding here¬ 
tofore instituted by the Commission’s 
notice of and order for hearing of August 
5, 1957. issued pursuant to section 11 (b) 
<1> of the act. in respect of New England 
Electric System and Us Subsidiary Com¬ 
panies. Respondents, be, and hereby is, 
dismissed insofar as such proceeding re¬ 
lates to the issue of whether the electric 
utility assets embraced in the holding 
company system of New England Electric 
System constitute a single Integrated 
public utility system. 

It is further ordered. That, In all other 
respects, said proceeding is continued in 
full force and effect. A further hearing 
will be held herein upon the remaining 
Issues at such time and place as may be 
ordered by the Commission or fixed by 
the hearing examiner heretofore desig¬ 
nated. 

By the Commission. 

I seal] Orval L. DuBois. 

Secretary, 

IF. R. Doc. 58-1534: Filed. Feb. 28. 1058; 

8:40 a.m.] 


(File No. 811-7861 

American Mutual Investment Co.. Inc. 

NOTICE OF FILING OF APPLICATION FOR ORDER 
DECLARING COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 

February 21. 1958. 

Notice Lb hereby given that American 
Mutual Investment Company. Inc. ("'Ap¬ 
plicant"). a corporation organized under 
the laws of the District of Columbia and 
which is registered under the Investment 
Company Act of 1940 ("act**) as an 
open-end diversified investment com¬ 
pany, has filed an application pursuant to 
section 8 (f) of the act for an order of 
the Commission declaring that It has 
ceased to be an investment company. 

Applicant filed its Notification of Reg¬ 
istration as an investment company on 
Form N-8A on November 13, 1957. Since 


Us organization Applicant has been pri¬ 
marily engaged in the business of pur¬ 
chasing or otherwise acquiring mortgages 
and other liens on and interests in real 
estate. On December 4, 1957. it was 
decided by resolution of its Board of 
Directors that Applicant shall remain 
primarily engaged in the business of 
purchasing or otherwise acquiring mort¬ 
gages and other liens on and Interests in 
real estate rather than engaging in 
business as an investment company as 
ticHncd in the act. Mortgages and other 
liens on and interests in real estate com¬ 
prise over 90 percent of Applicant's 
assets, and Applicant submits that it is 
not an Investment company within the 
meaning of the act, by reason of the 
exception stated in section 3 (c) (6) <C) 
of the act. That section excludes from 
the operation of the act any person* 
other than one Issuing face-amount cer¬ 
tificates of the periodic or installment 
type, who is primarily engaged in pur¬ 
chasing or otherwise acquiring mortgages 
and other liens on and interests in real 
estate. 

Applicant's outstanding securities as 
of December 30. 1957 consisted of 10,000 
shares of common stock which were sold 
for cash at a price of $10.20 per share. 
It presently plans to make a public of¬ 
fering of 490,000 additional shares of 
common stock at the some price. 

Section 8 (f) of the act provides, in 
part, that whenever the Commission 
upon application finds that a registered 
investment company has ceased to be an 
Investment company, it shall so declare 
by order and that upon the taking effect 
of such order the registration of such 
company shall cease to be in effect. 

Notice Is further given that any inter¬ 
ested person may, not later than March 
6.1958. at 5:30 p. m.. submit to the Com¬ 
mission in writing any facts bearing 
upon the desirability of a hearing on the 
matter and may request that a hearing 
be held, such request stating the nature 
of his interest, the reasons for such re¬ 
quest and the Issues, if any, of fact or 
law proposed to be controverted, or he 
may request that he be notified If the 
Commission should order a hearing 
thereon. Any such communication or 
request should be addressed: Secretary, 
Securities and Exchange Commission 
Washington 25, D. C. At any time after 
said date, the application may be granted 
as provided in Rule N-5 of the rules and 
regulations promulgated under the act. 

By the Commission. 

[sealI Orval L, DuBois, 

Secretary. 

[F. a. Doc. 58-1535: Filed, Feb. 28. 1958; 

8:40 a. m-1 


(File Nob. 54-164. 59-141 

International Hydro-Electric System 
(Now ABACUS Fund) 

NOTICE WITH RESPECT TO FILING OF FINAL 
APPLICATIONS FOR APPROVAL OF FEES AND 
EXPENSES AND ORDER FOR REARING 
THEREON 

February 21,1958. 

The Commission and the United States 
District Court for the District of Massa- 
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chusetts ("the Court”) having hereto¬ 
fore approved, pursuant to section 11 (d) 
of the Public Utility Holding Company 
Act of 1935 ("act”), the Interim Board 
Plan for the reorganization of Interna¬ 
tional Hydro-Electric System (“IHES") 
as an investment company under the new 
name Abacus Fund: and 

Said plan of reorganization having now 
been consummated except for the ap¬ 
proval of final allowances for fees and 
expenses in connection with the adminis¬ 
tration of the estate and the plan pro¬ 
ceedings, as to which jurisdiction was 
reserved; and 

The Commission having notified the 
participants in the proceedings to file 
their applications for final allowances 
not later than October 1, 1957, and 
thirteen applications having been filed 
pursuant to such notice requesting maxi¬ 
mum allowances from the estate aggre¬ 
gating $876,100 for fees and $28,805.50 
for expenses; and 

The directors of Abacus Fund having 
requested that the Commission authorize 
payment prior to the end of 1957 of such 
amounts on account of said claims as it 
might deem fair and equitable; and the 
Commission by order entered herein on 
December 20, 1957 (Holding Company 
Act Release No. 13637) having authorized 
payments on account to certain of the 
applicants in the aggregate amount of 
$241,200 for fees and $14,644 51 for ex¬ 
penses, subject to the condition that the 
final maximum allowances to such appli¬ 
cants should be determined only after 
full and final hearing, and subject to the 
further condition that nothing contained 
in said order should be deemed to 
prejudice the claims of those applicants 
to whom no payment on account was 
then authorized; and 

The Commission deeming it appropri¬ 
ate. pursuant to sections 11 <d> and 
11 (f) of the act and Rule U~63 there¬ 
under. that a hearing be held with 
respect to said applications and any 
other applications which may be filed in 
response to this notice and order, to the 
end that, upon the final determination 
of such applications, all further claims 
on account of services rendered in these 
reorganization proceedings shall be 
barred and the jurisdiction of the Com¬ 
mission with respect thereto released: 

It is ordered . That any person, not 
having already filed his application 
herein, who deems that he Is entitled to 
compensation or reimbursement of ex¬ 
penses from the estate of IHES on ac¬ 
count of services rendered in these 
reorganization proceedings shall file his 
application therefor in triplicate with 
the Secretory of this Commission (Wash¬ 
ington 25. D. C.) on or before March 20, 
1958, and shall at the same time mail a 
copy thereof to Abacus Fund (654 
Madison Avenue. New York 21, New 
York). 

It is further ordered , That a hearing 
in these proceedings be reconvened on 
April 2, 1958 at 10 o'clock a. m. at the 
offices of the Commission. 425 Second 
Street NW., Washington. D. C.. for the 
purpose of inquiring into and taking 
evidence with respect to the applications 


heretofore filed and such further appli¬ 
cations. if any. as may be filed in response 
to the foregoing order; the applications 


It is further ordered . That Sidney L. 
Feiler or any other officer or officers of 
the Commission designated by it for that 
purpose shall preside at such hearing. 
Such presiding officer is hereby em¬ 
powered to exercise all powers granted 
to the Commission under section 18 (c) 
of the act and to a hearing officer under 
the Commission's rules of practice. 

The Division of Corporate Regulation 
of the Commission having advised the 
Commission that it has made a prelimi¬ 
nary examination of said applications, 
and that upon the basis thereof the fol¬ 
lowing matters and questions are pre¬ 
sented for consideration by the Commis¬ 
sion. without prejudice to its specifying 
other matters and questions upon further 
examination: 

1. Whether the several services and 
disbursements for which remuneration is 
sought are compensable from the estate 
of IHES. and whether it is lawful or ap¬ 
propriate to grant any allowance for fees 
or expenses to the persons making such 
claims. 

2. Whether each of the several 
amounts requested is fair and reasonable 
as the final maximum amount that may 
be paid for the services rendered; and. 
if not. what amounts should be fixed by 
the Commission. 

It is further ordered , That particular 
attention be directed at said hearing to 
the aforesaid matters and questions. 

It is further ordered , That all persons 
other than the applicants named herein 
and those further applicants, if any. who 
shall have filed their applications on or 
before March 20. 1958. as hereinabove 
ordered, and those persons heretofore 
granted participation in these proceed¬ 
ings. wrho desire to be heard in connec¬ 
tion with said fee applications or who 
propose to intervene herein, shall file 
with the Secretary of the Commission on 
or before March 28. 1958, their requests 
therefor as provided in Rule XVII of the 
Commission s rules of practice. 

It is further ordered . That the Secre¬ 
tary of the Commission shall serve copies 
of this notice and order by registered 


heretofore filed and the amounts hereto¬ 
fore allowed on account thereof being as 
follows: 


mall upon William K. Jacobs, Jr.. Presi¬ 
dent of Abacus Fund, and the aforesaid 
applicants, and that notice of said hear¬ 
ing shall be given to all other persons by 
general release of this Commission which 
shall be distributed to the press and 
mailed to the mailing list for release > 
issued under the act. and by publication 
of this notice and order in the Federal 
Register* 

By the Commission. 

I SEAL 1 ORVAL L. DuBoiS, 

Secretary. 

|F. It. Doc. 58-1536; Filed. Feb. 28. 1958; 

8:46 a. m.J 


I File No. 70-36741 
Utah Power & Light Co. 

NOTICE OF PROPOSAL BY REGISTERED 
HOLDING COMPANY TO ACQUIRE, FOR 
CASH AND ITS COMMON STOCK, VOTING 
STOCKS OF NON-AFFILIATED FUSUC- 
UTILXTY COMPANY, AND ORDER FOR 
HEARING THEREON 

February 21, 1958. 
Notice Is hereby given that Utah 
Power & Light Company ("Utah”), a 
registered holding company and a public- 
utility company, has filed on applica¬ 
tion-declaration pursuant to the Public 
Utility Holding Company Act of 1935 
(“act"), designating sections 7 and 10 
thereof and Rule U-62 thereunder as 
aplicable to the proposed transactions, 
which are summarized as follows: 

Utah proposes to acquire certain out¬ 
standing securities of Teiluride Power 
Company ("Teiluride") # consisting of 
750,525 shares of 6 percent Cumulative 
Second Preferred (voting) Stock and 
582,337 shares of Common (Voting > 
Stock, upon the following terms: (1> 
Utah will pay cash for the Second Pre¬ 
ferred Stock at its par value of $1.00 per 
share plus accrued dividends; (2) Utah 
will exchange its owm Common Stock for 
the Common Stock of Teiluride on tho 


Appll<*th*a Ututafntt FiUd 


Name and capacity of applicant 

Amount at claim 

Amounts he re Inf or > 
allowed on occoun; 
thereof 

Fee 

Ei ponies 

Kca 

Ktpmsm 

B. A. Brtcklry and Oliver R, W'nite, for lc*al services u counvd to 
B. A. BrlrkVy, truster of IIIK8 ...... 

USX fen 
2.100 
mono 

17.500 

*000 

000 

10 000 

55.000 


£ 

i i it mi 


Interim Board, (or dlrectorV torn and espe tires...._ 

Purcell and Nehon, counsel to Interim Hoard. 

HtanJry 8. flumy. tn* counsel to Trustee. 

Bopr*. Urey, Ben, Coolidc k Kuyr, toe kxul fur vice* to Interim 

Board..... 

Oeur*e E. Cleary, tot consultant on IIIKS tot nroWems.. 

(Icon?* E. Cleary, exprrt wltnc.* for Interim Hoard on Ui coiuc- 

queue** of jwonovd reonton Italian nfcmi. .. 

Henry 1. Friendly and Leonard 1. Sheriff, counsel to certain lane 
shareholder* .. 

li.w.ii 

4* 00 

yu.i* 
1.050 #4 

139.51 

A«32 30 
*152.45 

2.444.27 
*14X171 

4C0.M 

A«SUt! 

48. 

200 4* 
1.050iM 

130.01 

6.622.30 

Central* UltooU Securities Carp T ....,7*, ...... 

Wolf, Block, Setiotr A SoUf-Cohcn, counsel to ChrtdUn A. Johnson 

and Central*!Ilinok* Securities Curp......... 

Rchenker A Hehenker, eouruirl to The Equity Corp...... 

Class A Stockholders Protect!™ Committer ___ 

Koinerov k Shapiro, couiturl to mid Committee_...... 

i fill 

I! - 


Total.._ 



874.100 

2* SOL SO 

241.200 

14.044 Jl 
































Saturday, March 1, 1953 


FEDERAL REGISTER 


12S5 


bails of one share of Utah Common for 
eleven shares of TeUuride Common. 
Stockholders owning over 80 percent of 
TeUuride’8 voting stocks are already 
committed to sell their stocks to Utah 
on the terms aforesaid, and Utah pro¬ 
ves to offer to acquire the uncommitted 
voting stocks of TeUuride upon the same 
terms, such offer to remain open for 30 
days after issuance of the necessary 
regulatory approvals. 

TeUuride’s 6 percent Cumulative First 
Preferred Stock (300 shares of the par 
value of $100 per share), which has no 
voting rights except on questions di¬ 
rectly affecting its position, will remain in 
the hands of the public. 

Utah proposes to issue such number of 
shares of its own Common Stock as may 
be required to effect the exchanges afore¬ 
said. up to a maximum amount of 52,040 
shares. 

In the event control of TeUuride Is 
acquired, Utah expects to operate TeUu¬ 
ride as a subsidiary in Utah’s holding- 
company system. 

It is requested that Utah’s issuance of 
Common Stock be exempted from the 
requirements of Rule U-50, due to 
its incompatibility with the proposed 
transaction. 

Utah, which operates as a public- 
utility company in the States of Utah. 
Wyoming and Idaho, has appUed to the 
Public Service Commission of Utah for 
approval of the proposed acquisition and 
purchase of the voting securities of TeU¬ 
uride. and to the Public Service Com¬ 
mission, of Wyoming and to the Idaho 
Public Utilities Commission for approval 
of the issuance of 524)10 shares of its 
Common Stock. 

It oppearing to the Commission that 
It is appropriate in the public interest and 
in the interest of investors and consumers 
that a public hearing be held with respect 
to the proposed transactions, and that 
such application-declaration should not 
be granted or permitted to become effec¬ 
tive except pursuant to the further order 
of the Commission: 

It la ordered , That a hearing be held on 
said matter on March 18, 1958 at 10:00 
a. m at the office of the Commission, 425 
Second 8treet NW, Washington 25, 
D. C. Any person desiring to be heard in 
connection with this proceeding ahaU flle 
with the Secretary of the Commission on 
or before March 14, 1958 a request rela¬ 
tive thereto, as provided in Rule XVII of 
the Commission’s rules of practice. 

It is further ordered , That Robert N. 
Hlslop or any other officer or officers of 
the Commission designated by it for that 
purpose ahaU preside at said hearing. 
The officer so designated is hereby au¬ 
thorized to exercise ail powers granted to 
the Commission under section 18 (c) of 
the act and to a hearing officer under 
the Commission’s rules of practice. 

The Division of Corporate Regulation 
of tile Commission having advised the 
Commission that it has made a prellml- 
uary examination of the application- 
declaration and that, upon the basis 
thereof, the following matters and ques¬ 
tions arc presented for consideration, 
without prejudice, however, to the 


presentation of additional matters and 
questions upon further examination: 

(t> Whether the proposed issue by 
Utah of not exceeding 52.940 shares of 
its Common Stock satisfies the require¬ 
ments of section 7 of the act. 

<2> Whether the proposed acquisition 
by Utah of the TeUuride stocks satisfies 
the requirements of section 10 of the act. 

(3) Whether the proposed offers of 
common stock of Utah for the common 
stock of TeUuride and of cash for Second 
Preferred Stock of TeUuride are fair to 
the stockholders of Utah and of TeUuride. 

(4) Whether the proposed acquisition 
by Utah of the TeUuride stocks wUl serve 
the public interest by tending toward the 
economical and efficient development of 
an integrated public-utility system. 

(5) Whether compliance with the 
competitive bidding requirements of Rule 
U-50 with respect to the issue by Utah of 
its common stock is not appropriate to 
aid the Commission In determining 
whether the fees, commissions, or other 
remuneration to be paid directly or in¬ 
directly in connection with the issue of 
its Common Stock are reasonable. 

(6) Whether the accounting proposed 
by Utah with respect to the proposed 
transactions is in accordance with 
accepted accounting principles. 

(7) Whether the fees, commissions 
and other expenses to be incurred are for 
necessary services and are reasonable in 
amount. 

(8) Generally, whether the proposed 
transactions arc in aU respects com¬ 
patible with the provisions and standards 
of the applicable sections of the act and 
of the rules and regulations promulgated 
thereunder: and what terms and condi¬ 
tions. if any, should be contained in the 
order of the Commission. 

It is further ordered . That particular 
attention be directed at the hearing to 
the foregoing matters and questions. 

It is further ordered , That the Secre¬ 
tary of the Commission shaU give notice 
of the aforesaid hearing by mailing cop¬ 
ies of this Notice and Order by registered 
mail to Utah and TeUuride. and to the 
Public Service Commission of Utah, the 
Public Service Commission of Wyoming, 
and the Idaho Public Utilities Commis¬ 
sion: that notice to all other persons 
sh&U be given by publication of this no¬ 
tice and order in the Federal Register; 
and that a general release of this Com¬ 
mission in respect of this notice and 
order shall be distributed to the press 
and mailed to the persons appearing on 
the mailing list of the Commission for 
releases under the Public Utility Hold¬ 
ing Company Act of 1935. 

It is further ordered , That Utah shaU 
raaU a copy of this notice and order to 
each of the Second Preferred and Com¬ 
mon stockholders of TeUuride at such 
stockholder's last known address not 
less than fifteen days prior to the date 
of the hearing. 

By the Commission. 

[ seal 1 Orval L. DuBois, 

Secretary. 

\F. R. Doc. 58-1537; Piled. Feb. 28. 1958; 

8:46 s. m.J 


l Flle No. 70-3678) 

Georgia Power Co. 

NOTICE or PROPOSED ISSUANCE AND SALE AT 
COMPETITIVE BIDDING OF BONDS 

February 24, 1958. 

Notice is hereby given that Georgia 
Power Company (’’Georgia*). a public- 
utility subsidiary of The Southern Com¬ 
pany, a registered holding company, has 
filed an application with this Commis¬ 
sion pursuant to the PubUc UtUlty Hold¬ 
ing Company Act of 1935 ("act”), desig¬ 
nating section 6 (b) of the act and Rule 
U-50 promulgated thereunder as appli¬ 
cable to the proposed transaction which 
is summarized as follows: 

Georgia proposes to issue and seU, pur¬ 
suant to the competitive bidding require¬ 
ments of Rule U-50. $24,000,000 principal 
amount of First Mortgage Bonds (“New 
Bonds’), percent Series, to be dated 
as of March 1,1958. and to mature March 
1, 1988. The interest rate on the New 
Bonds (which will be a multiple of % of 
1 percent) and the price, exclusive of ac¬ 
crued interest, to be paid to Georgia 
(which will not be less than 99 percent 
nor more than 102% percent of the prin¬ 
cipal amount thereof > wiU be determined 
by the competitive bidding. 

The New Bonds are proposed to be is¬ 
sued under the Indenture, dated as of 
March 1. 1941, between Georgia and The 
New York Trust Company. Trustee, as 
heretofore supplemented and amended 
and as proposed to be supplemented and 
amended by an indenture dated as of 
March 1. 1058. 

Georgia contemplates making expendi¬ 
tures of approximately $60,200,000 dur¬ 
ing 1958 for the construction or acquisi¬ 
tion of property. The proceeds of the 
proposed issue and sale will be used to 
finance this program. The company es¬ 
timates that the only other financing 
necessary for this purpose will consist 
of short-term bank loans aggregating 
$4,000,000 to be made late in 1958. 

The application states that the issu¬ 
ance and sale of the New Bonds will have 
been expressly authorized by the Georgia 
Public Service Commission and that no 
Federal commission, other tlian this 
Commission, has Jurisdiction over the 
proposed transaction. 

The fees and expenses incident to the 
proposed transaction are to be supplied 
by amendment. 

Notice is further given that any inter¬ 
ested person may. not later than March 
12. 1958, at 5:30 p. m . request the Com¬ 
mission in writing that a hearing be held 
on such matters, stating the nature of 
his interest, the reasons for such request, 
and the Issues of fact or law raised by 
said filing which he desires to controvert, 
or he may request that he be notified if 
the Commission should order a hearing 
thereon. Any such request should be ad¬ 
dressed: Secretary. Securities and Ex¬ 
change Commission, Washington 25, 
D. C. At any time after said date, the 
application, as filed or as it may here¬ 
after be amended, may be granted as 
provided in Rule U-23 of the general 
rules and regulations promulgated under 
the act, or the Commission may grant 
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exemption from Its rules as provided In 
Rules U-20 «a) and U-100. or take such 
other action as it may deem appropriate. 

By the Commission. 

[seal] Orval L. DuBois. 

Secretary. 

|F R. Doc. 68-1538: Filed, Feb. 28, 1058; 
8:46 a. m | 


{File Ko. 1-3090] 

Peninsular Telephone Co. 

NOTICE OF APPLICATION TO STRIKE FROM 

LISTING AND REGISTRATION. AND OF OPPOR¬ 
TUNITY FOR HEARING 

February 25. 1958. 

In the matter of Peninsular Telephone 
Company common stock. $1 Cumulative 
Preferred Stock; Pile No. 1-3090. 

New York Stock Exchange has made 
application, pursuant to section 12 (d> 
of the Securities Exchange Act of 1934 
and Rule X-12D2-1 «b> promulgated 
thereunder, to strike the above named 
security from listing and registration 
thereon. 

The reasons alleged in the application 
for striking this security from listing and 
registration include the following: 

In the opinion of the Exchange, the 
Company does not meet its requirements 
for continued listing of the $1 preferred 
stock which has been reduced to less than 
$200,000 aggregate market value exclu¬ 
sive of concentrated holdings, and of the 
common stock which 1s held by less than 
250 holders of record. 

As of January 21. 1958. General Tele¬ 
phone Corporation was stated to own all 
but 7,151 shares of $1 preferred and all 
but 9.882 shares of common stock, ac¬ 
quired pursuant to an offer of exchange 
made by prospectus dated June 14. 1957. 
The 7.151 shares of $1 preferred stock 
were stated to have an aggregate market 
value of $171,624 at $24 per share, and 
71 holders of record. The common stock 
was stated to have 202 holders of record. 

Dealings in the two stocks were sus¬ 
pended by the Exchange before the open¬ 
ing of its trading session on February 17, 
1958. 

Upon receipt of a request, on or before 
March 14.1958, from any interested per¬ 
son for a hearing in regard to terms 
to be imposed upon the delisting of this 
security, the Commission will determine 
whether to set the matter down for 
hearing. Such request should state 
briefly the nature of the interest of the 
person requesting the hearing and the 
position he proposes to take at the hear¬ 
ing with respect to Imposition of terms. 
In addition, any interested person may 
submit his views or any additional facts 
bearing on this application by means of 
a letter addressed to the Secretary of the 
Securities and Exchange Commission, 
Washington 25. D. C. If no one requests 
a hearing on this matter, this applica¬ 
tion will be determined by order of the 
Commission on the basis of the facts 


stated In the application and other in¬ 
formation contained in the official hie of 
the Commission pertaining to the mat¬ 
ter. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

|F. R. Doc. 58-1539: Filed. Feb. 28, 1958; 
8:46 a. m.J 


| File No. 1-690] 

The Fair 

NOTICE OF APPLICATION TO STRIKE FROM 

LISTING AND REGISTRATION, AND OF OPPOR¬ 
TUNITY FOR HEARING 

February 25. 1957. 

In the matter of The Fair common 
stock; File No. 1-699. 

New York Stock Exchange has made 
application, pursuant to section 12 (d) 
of the Securities Exchange Act of 1934 
and Rule X-12D2-1 (b) promulgated 
thereunder, to strike the above named 
security from listing and registration 
thereon. 

The reasons alleged in the application 
for striking this security from listing and 
registration Include the following: 

In the opinion of the Exchange, the 
Company does not meet its requirements 
for continued listing since the outstand¬ 
ing amount exclusive of concentrated 
holdings has been reduced to less than 
5,000 shares, consequent upon an offer 
by Montgomery Ward L Company. Inc. 
to purchase the shares. As of January 
31, 1958. only 3,755 shares were owned 
by others than Montgomery Ward, the 
shareholders numbering 246. Dealings in 
The Fair stock were suspended by the 
Exchange before the opening of its trad¬ 
ing session on February 17. 1958. 

Upon receipt of a request, on or be¬ 
fore March 14.1958, from any interested 
person for a hearing in regard to terms 
to be Imposed upon the delisting of this 
security, the Commission will determine 
whether to set the matter down for 
hearing. Such request should state 
briefly the nature of the interest of the 
person requesting the hearing and the 
position he proposes to take at the hear¬ 
ing with respect to imposition of terms. 
In addition, any interested person may 
submit his views or any additional facts 
bearing on this application by means of 
a letter addressed to the Secretary of the 
Securities and Exchange Commission, 
Washington 25, D. C. If no one requests 
a hearing on this matter, this application 
will be determined by order of the Com¬ 
mission on the basis of the facts stated 
in the application and other information 
contained in the official file of the Com¬ 
mission pertaining to the matter. 

By the Commission. 

(seal! Orval L. DuBois. 

Secretary. 

{F. R. Doc. 58-1540; Filed. lYb. 28. 1958; 

8:48 a. m.J 


INTERSTATE COMMERCE 
COMMISSION 

Fourth Section Applications for Relief 
February 26. 1958. 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 40 of the general rules of 
practice <49 CFR 1.40) and filed within 
15 days from the date of publication of 
this notice in the Federal Register. 

LONG-AND-SHORT HAUL 

FSA No. 34504: Anhydrous ammonia 
from , to, and between points east of the 
Rocky Mountains. Filed by F. C. Kratz- 
meir. Agent <SWFB No. B-7232), for in¬ 
terested rail carriers. Rates on 
anhydrous ammonia, tank-car loads 
from, to, and between points in south¬ 
western, western trunk line, Illinois, 
trunk-line, southern and Texas-Loui- 
slana territories. 

Grounds for relief: Short-line dis¬ 
tance formulas, grouping, and relief line 
arbitrarics. 

Tariffs: Supplement 252 to Agent 
Kratzmeir’s tariff I. C. C. 4112 and five 
other schedules. 

F3A No. 34505: Crain and soybean oil 
cake or meal—North Chattanooga. 
Tenn. t to Augusta Ga. Filed by Southern 
Railway Company <No. 130-A). for in¬ 
terested rail carriers. Rates on grain 
and soybean oil cake or oil cake meal, 
carloads from North Chattanooga, Term, 
to Augusta, Ga. 

Grounds for relief: Truck competition 

Tariffs: Supplement 23 to Agent 
Spaninger's tariff I. C. C. 1625. Supple¬ 
ment 52 to Agent Spaninger’s tariff 
I. C. C. 1551. 

FSA No. 34506: Iron and steel arff- 
cles—Sault Ste. Marie , Mich., to Chicago, 
111. Filed by The Duluth, South Shore 
and Atlantic Railroad Company, for it¬ 
self (No. A-3> and interested rail car¬ 
riers. Rates on iron and steel articles, 
carloads from Sault Ste. Marie, Mich. 
to Chicago, m 

Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 30 to Duluth, South 
Shore and Atlantic Railroad Company 
tarir L C. C. 3931. 

By the Commission. 

I seal 1 Harold D. McCoy, 

Secretary. 

IF R. Doc. 58-1542: Filed, Feb. 28, 1958; 

6:47 a. m.J 


I Ex Parte 212] 

Increased Freight Rates, 1958 

At a session of the Interstate Com¬ 
merce Commission, Division 2, held at its 
office in Washington. D. C.. on the 25th 
day of February A. D. 1958. 

It appearing, that by order dated Feb¬ 
ruary 11,1958, the Commission instituted 
an investigation into and concerning the 
lawfulness of all the rates, charges, and 
regulations contained in the schedules 
referred to therein. Including the sched¬ 
ules therein authorized to be filed: 
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It is ordered , That, for the convenience 
of the parties and the Commission, this 
investigation be divided into subjects as 

follows: 

A, Oexveral Revenue Needs of the railroad* 
(Including showing by regions, districts, 
and total). 

B Line -haul rates: 

1. Products of Agriculture. 

n Animal* and Products. 

HI. Products of Mines. 

IV Products of Forests. 

V. Manufactures and Miscellaneous. 

VI. Class Rates (See report of February 11, 
I960). 

C. Special and accessorial charges: 

1. New charge on waterborne traffic. 
(Item* 220 and 220-A*)* * 

n Loading and unloading charge at New 
York and Philadelphia. 

HI. Switching (Item* 170 (a) and 170 
(b)»). 

IV. Diversion, reconsignment, and other 
(Including accessorial services not covered 
by I. II. and III). 

D. Free tlm© at the port*. 

E. Economic effect of considered schedules 
on communities, markets, and carriers. 

Jt is further ordered . That the special 
rules of practice and procedure herein¬ 
after set forth shall apply: 

(a) All evidence, except oral cross- 
examination and rebuttal by any party 
to matters brought out on cross-exami¬ 
nation. shall be submitted in the form 
of verified statements (affidavits) with 
or without exhibits attached, signed in 
ink and accompanied by a certificate of 
service, and post office address of wit¬ 
ness or counsel. 

(b) Subject to be designated. Each 
verified statement shall be confined, so 
far as practicable, to one of the subjects 
set forth above, to be designated on the 
cover or first page of such statement by 
letter, roman number, and description, 
and where applicable, by particular com¬ 
modity or service. 

<c> Joint presentation. Parties or 
groups having a common Interest are 
urged to join in the presentation of evi¬ 
dence and In the cross-examination of 
witnesses. 

(d> Verified Statements in support of 
petitioners and respondents . An original 
and 29 copies of such statements shall 
be furnished to the Commission and a 
copy served upon each party heretofore 
filing an appearance in this proceeding. 
One additional copy shall be sent by first 
class mail to each of the Regional Offices 
of the Commission where it will be open 
to public Inspection. A list of the ad¬ 
dresses of the Regional Offices and Re¬ 
gional Managers is set forth below in the 
Appendix hereto. Such statements must 
be filed on or before March 25. 1958. 

<e> Verified Statements in opposition 
to. or not in support of. petitioners or 
respondents . or of said schedules . An 
original and 29 copies of such statements 
shall be furnished to the Commission 
and 25 copies shall be furnished to Mr. 
Edward A. Kaler. 1036 Transportation 
Building, Washington. D. C.. for respond¬ 
ents. One additional copy shall be sent 
by first class mail to each of the Re¬ 
gional Offices of the Commission where 


•Item numbers refer to those In Tariff 
X-212. or supplement thereto. 


It will be open to public Inspection. 
These statements must be filed on or be¬ 
fore April 22. 1958. Copies shall be 
furnished to any interested party upon 
request addressed to the witness or his 
counsel. 

(f) Verified statements in rebuttal of 
statements submitted under the preced¬ 
ing paragraph . An original and 29 
copies of such statements shall be fur¬ 
nished to the Commission, and a copy 
shall be sent by first class mall to each 
party whose statement is being rebutted. 
An additional copy shall be sent by first 
class mail to each of the Regional Of¬ 
fices of the Commission where it will be 
open to public inspection. These state¬ 
ments must be filed on or before May 6. 
1958. A copy shall be furnished to any 
Interested party upon request. 

<g> Hearings for the purpose of cross- 
examination of witnesses who have filed 
verified statements, and for oral testi¬ 
mony in rebuttal of matters brought out 
on cross-examination, will be held, ex¬ 
cept as hereinafter provided, at times 
and places to be announced later. 

<h) On or before May 15. 1958. in 
order that appropriate arrangements 
may be taade for the hearings, the par¬ 
ties shall advise the Commission and 
opposing counsel which witness or wit¬ 
nesses they desire to cross-examine, and 
an estimate of the time required for such 
cross-examination. 

(i) Rule 21(c) of the Commission's 
general rules of practice allowing 5 days’ 
additional time for parties located at or 
west of the El Paso. Texas-Helena, Mon¬ 
tana, line will not apply in this proceed¬ 
ing. 

<J) Information desired. Statements 
submitted on Subject A. General Reve¬ 
nue Needs, should contain a breakdown 
of operating results, actual and esti¬ 
mated. as between passenger and freight 
operations, and of estimates of increased 
revenue by the major commodity groups 
and services, and to the extent possible, 
by Individual commodities. 

Statements submitted on Subject B, 
Line-haul rates, should show, among 
other things, with respect to each com¬ 
modity covered, for the years 1939, 1946, 
and 1957. where available to the witness, 
the value, loading, distance and other 
transportation characteristics, competi¬ 
tion, production, volume of movement by 
rail and other forms of transportation, 
the rates by rail, the outstanding orders, 
if any. with respect thereto, with the au¬ 
thorized and effective increases therein, 
the rates or costs by other forms of 
transportation, together with similar in¬ 
formation for the 6 months ending Feb¬ 
ruary 28. 1958, as compared with the 
6 months ending August 31. 1957, and in 
the case of coal, the B. t. u. values of 
coal and other forms of energy and the 
relative growth of the latter. 

Statements submitted on Subjects B. 
C. and D should include the best infor¬ 
mation available to the witness with re¬ 
spect to the cost of hauling the particular 
commodity (line-haul or terminal) or 
performing the particular service. 

Evidence, of course, may be adduced 
as to any other facts pertinent to the 
particular subject, commodity, or service. 


Subject E may be treated generally, or 
as a subsubject in the respective cate¬ 
gories. 

Documents heretofore submitted in 
this proceeding will not be considered in 
this investigation, unless resubmitted in 
accordance with the special rules of pro¬ 
cedure herein prescribed. 

Jt is further ordered. That this pro¬ 
ceeding be, and It is hereby, assigned for 
hearing before Division 2. for the purpose 
of cross-examination of witnesses sub¬ 
mitting verified statements on Subjects 
A and E. General Revenue Needs and 
General Economic Effects, and for the 
submission of oral testimony on said 
subjects by protestants and others in re¬ 
buttal of matters brought out on cross- 
examination, at the offices of the Com¬ 
mission in Washington, D. C.. beginning 
at 9:00 a. m.. U. 8. standard time, or 
10:00 a. m., daylight saving time. May 
19.1958. 

It is further ordered. That, for the 
further convenience of the parties and 
the Commission, official notice be. and it 
is hereby, taken, subject to objection, of 
the following documents: 

Annual, quarterly, and monthly re¬ 
ports of individual railroads, water car¬ 
riers, and freight forwarders filed with 
the Commission; Frieght Commodity 
Statistics. Class I steam railways; An¬ 
nual Report on the Statistics of Rail¬ 
ways in the United States; similar com¬ 
pilations of statistics of Class I motor 
carriers, electric railways, freight for¬ 
warders. carriers by water, and private 
car owners; Anual Report on Transport 
Statistics in the United States, and an¬ 
nual returns of railroads to Valuation 
Order No. 3. 

Quarterly Reports: Series No. Q-500, 
600. 650. 750. 800. 900, and 950. 

Monthly Reports: Series No. M-100, 
125. 150, 200, 211, 213, 215. 220, 230, 240, 
250. and 300. 

Weekly Reports: Association of Amer¬ 
ican Railroads' Car Service Division 
(Form CS-54A) Revenue Freight Loaded 
and Received from Connections. 

Special Studies: Analyses of the 1 per¬ 
cent sample of waybills, by the Com¬ 
mission's Bureau of Transport Economics 
and Statistics. Statement of Distribu¬ 
tion of the Rail Revenue Contribution by 
Commodity Groups, prepared by the 
Commission's Bureau of Accounts, Cost 
Finding, and Valuation. • 

71 is further ordered. That persons re¬ 
ferring in their verified statements or 
otherwise to the above or other public 
documents shall specify the portions re¬ 
lied upon with particularity. 

And it is further ordered, That a copy 
of this order be filed with the Director, 
Division of the Federal Register, and 
served on each party heretofore filing 
an appearance in this proceeding. 

By the Commission. Division 2. 

(seal! Harold D. McCoy, 

Secretary. 

Amotsxx 

XKTKSSTATX COUUSSCC COMMISSION 1 

Regional Offices 

Region i: Territory—Maine. New Hamp¬ 
shire. Vermont. Rhode Island. Massachu¬ 
setts; headquarters—Boston 9. Mass., 14-17 
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NOTICES 


Coiirt Square, 11th Floor: In charge—George 
R. Nuzuro. regional manager. 

Region 2 : Territory—New York, New Jer¬ 
sey. Connecticut: headquarter*—New York 
13, N. Y- Room 1111, 346 Broadway; In 
charge—Thomas L. McClelland, regional 
manager. 

Region 3: Territory—Eastern Pennsylvania, 
Maryland. Delaware, District of Columbia, 
Virginia: headquarters—Philadelphia 0. Pa., 
800 United States Custom House Building, 
Second and Chestnut Streets; in chargo—T. 
O. Reynolds, regional manager. 

Region 4: Territory—Western Pennsyl¬ 
vania, Ohio. West Virginia; headquarters— 
Columbus 15. Ohio, 236 New Poet Offlce Build¬ 
ing, 86 Marconi Boulevard: In charge—Roy 
M. Snet/.er, regional manager. 

Region 5: Not active. 

Region 6: Territory—Georgia. Florida, 
Alabama. North Carolina, South Carolina; 
headquarters—Atlanta 8. Ga.. 680 West 


Peachtree Street NW 4 In charge—William 
Ad dams, regional manager. 

Region 7: Territory—Kentucky. Tennessee, 
Mississippi; headquarters—Nashville 3. Tenn.. 
Room 701, United States Court House. 801 
Broadway; In charge—K. S. Craig, regional 
manager. 

Region 8: Territory—Indiana, Illinois. 
Michigan; headquarters—Chicago 7. HI., 852 
United States Custom House Building. 010 
South Canal 8tract; in chargo—Harry P. 
Raymond, regional manager. 

Region 0: Territory—Wisconsin. Minne¬ 
sota. North Dakota. South Dakota: headquar¬ 
ters—Minneapolis, Minn., 618 Metropolitan 
Building. Second Avenue South and Third 
Street; In charge—W. B. Hustleby. regional 
manager. 

Region 10: Territory—Iowa, Missouri. Ne¬ 
braska. Kansas; headquarters—Kansas City 0, 
Mo.. 1100 Federal Office Building. 911 Walnut 
Street; In charge— H. Joseph Simmons, re¬ 
gional manager. 


Region 11: Not active. 

Region 12: Territory—Texas. Oklahoma. 
Arkansas. Louisiana; headquarters— F o r t 
Worth 2, Tex.. 810 TAP Building; in charge— 
Bernard H. English, regional manager. 

Region 13: Territory—Wyoming. Colo¬ 
rado. New Mexico. Utah. Montana; headquar¬ 
ters—602 Denham Building. Denver 2 , Colo.; 
in charge—Bert L. Penn, regional manager. 
Region 14: Not active. 

Region 15: Territory—Oregon. Washing¬ 
ton, Idaho: headquarters—Portland 3, Orcg , 
638 Plttock Block. 921 Southwest Washington 
Street; in charge—Frank E. Landsburg. re¬ 
gional manager. 

Region 10: Territory—Arizona. California. 
Nevada; headquarters—San Francisco 5. 
Califs 602 Sheldon Building. 461 Market 
Street; In charge—Dean F. Noble, regional 
manager. 

|F. R. Doc. 68-1545; Filed, Feb. 28, 1958; 
8:48 a. m.J 
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TITLE 32 —NATIONAL DEFENSE 

Chapter VII—Department of the 
Air Force 

Subchopter J—Air Fore# Procurement Instruction* 

Issuance or Regulations 

Subchaptcr J of Chapter VII. Title 32. 
Is added to read as set forth below. 
Pun 

1001 General provisions. 

1003 Procurement by formal advertising. 

1003 Procurement by negotiation. 

1004 Coordinated procurement. 

1005 Interdepartmental procurement. 

1006 Foreign purchase*. 

1007 Contract clauses. 

1008 Termination of contract*. 

1009 Patenu. copyright*, and technical 

data. 

1010 Bond* and Insurance. 

1011 Federal. 8tnte, and local taxes. 

1013 Labor. 

1013 Government property. 

1014 Inspection and acceptance. 

1015 Contract cost principles. 

1016 Procurement form*. 

1050 Labor supply considerations to be 

made in the placement of contracts. 

1051 Small business. 

1053 Facility capability reports. 

1053 Contracts; general. 

1054 Contract administration. 

1055 Spare parts. 

1056 Contracts entered into under author¬ 

ity of Title II. First War Powers 
Act. 1941, os amended. 

1057 Report*. 

1058 Contract financing. 

1059 Aircraft and GFAE procurement. 

1060 Production surveillance and control. 

Part 1001 — General Provisions 

Subport A— Introduction 

Be c. 

1001.101 Purpose of mbchapter. 

1001.103 Applicability of subchapter. 

1001.104 Content of Instruction. 

1001 105 Amendments. 

1001.107 Effective date. 

1001.108 Air Force Procurement Circulars, 
i001 109 Deviations from ASPR or a Depart¬ 
ment of Defense directive. 

1001 106-2 Deviations affecting one con¬ 
tract or transaction. 

1001 109-3 Deviation! affecting more than 
one contract or contractor. 

1001 109-50 Deviations from APPI or AFPC. 
1001109-61 Deviations, contract clauses. 
1001.109-52 Basic legal questions Involved In 
deviations* 

Subport 8— Definition of Terms 

1001 201 Definitions. 

1001.201-9 Sources of supplies. 


This Part II contains a revision of 
the Air Force Procurement Instruc¬ 
tions . 32 CFR Parts 1001-1080. 


Sec. 

1001 201-50 
1001.201-61 
1001-201-52 

1001.201- 53 

1001.201- 64 

1001 . 201 - 66 

1001.201- 56 

1001.201- 67 
10014201-68 

1001.201- 59 
1001 201-60 

1001.201- 61 
1001-201-62 

1001.201- 63 
1001-201-64 
1001 201-65 

1001 . 201 - 66 
1001201-67 
1001 . 201-68 
1001301-89 
1001.201-70 
1001.202 


United States and Government. 
Contractor. 

Chief officer responsible for pro¬ 
curement. 

Appropriated funds. 

Local purchase. 

Central procurement. 

Local purchase activity. 

Foreign procurement activity. 
AMC field procurement activi¬ 
ties. 

Air procurement district. 

AF plant representative office. 
AF plant representative. 

Air procurement office. 

Plant office. 

Purchasing offices. 

Form of contract. 

Type of contract. 

Kind of contract. 

Supplemental agreement. 
Change order. 

Contract change notification. 
Abbreviations. 


Subport C—Bosk Policies 

1001305 Specifications. 

1001306-50 Ocean rates and port handling 
charges for use in evaluating bids on 
proposals. 

1001307 Responsible prospective contractor. 

1001307-60 Policy regarding the considera¬ 
tion of loyalty of scientific researchers 
of unclassified research contracts. 

1001361 Forward purchasing policy. 

1001362 Policy on establishment of sec¬ 
ondary sources of aircraft production. 


Subport 0—Procurement Responsibility ond 
Authority 

1001.401 Responsibility of each procuring 
activity. 

1001.402 General authority of contracting 
officers. 

1001 450 Secretary. 

1001 451 Representatives of contracting of¬ 
ficers. 

100L452 Designation of contracting officers 
and representatives of contracting offi¬ 
cers. 

1001.453 Delegations of authority. 

1001.454 Authority to designate contracting 
officers and representatives thereof. 

1001.455 General delegation of procurement 
authorities. 


Sec. 

1001.456 Authorities of the sole "head of a 
procuring activity". 

1001.457 Authority to make awards and 
execute or approve contracts. 

1001.458 Manual approval of contracts for 
services of experts and consultants. 

1001.459 Manual approval of architect-en¬ 
gineer contract*. 

1001.460 Priorities authority—ballistic mis¬ 
siles program. 

1001.461 Contracts for public utility nerv- 
ices extending beyond current fiscal year. 

1001.463 Assignment of DO ratings and al¬ 
lotment of controlled materials. 

1001.464 Delegation to commander, air 
training command. 

1001.465 Release of program data and pro¬ 
curement Information. 

1001.466 Participation by airlines repre¬ 
sentatives in flights of commercially 
adaptable USAF aircraft. 

1001.467 Manual approval of contracts for 
personal services far air photographic 
and charting service. 

1001 468 Execution of contracts for sale of 
spare parts to civil air carriers. 

Subperf E—Contingent or Other Foes 

1001306 Representation and agreement re¬ 
quired from prospective contractors. 

1001306-1 Interpretation of the representa¬ 
tion. 

1001 507 Use of Standard Form 119. 

1001307-1 Statement in lieu of form. 

1001-506 Enforcement. 

1001508-1 Failure or refusal to furnish 
Standard Form 119. 

1001350 Responsibility for protecting In¬ 
formation contained In completed 
Standard Forms 119. 

Subport F—Deborred, Ineligible, ond Suspended 
bidders 

1001.601 Establishment and maintenance of 
a list of firms or Individuals debarred or 
ineligible. 

1001601-1 General. 

1001.601-4 Maintenance and distribution of 
list. 

1001.602 Basis for addition of firms and in¬ 
dividuals on list. 

1001.603 Treatment to be accorded firms or 
Individuals In debarred or ineligible 
status. 

1001A03-1 Total restrictions. 

1001.661 Supplemental lists. 

1001651-1 General. 

1001 651-2 AMC experience list. 

1001651-3 Letter contract, price rede ter¬ 
mination and contract change notifica¬ 
tion delinquency list. 

Subperf T—Ethkol Stondords of Procurement 
Personnel 

10013003 Restrictions on present personnel. 
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Sec. 

1001.2003- 1 Unnuthorlzed receipt of com¬ 
pensation. 

1001.2003- 2 Dealings on behalf of the Gov¬ 
ernment with individuals or firms as to 
which private Interests exist. 

10012003-3 Private activities in conflict 
with Government Interest. 

1001.2003- 4 Conduct of procurement activ¬ 
ities. 

1001.2004 Restrictions on former personnel. 

1001.2004- 1 Former civilian personnel: re¬ 
serve and National Guard officers not on 
active duty. 

10012004-2 Air Force and other retired reg¬ 
ular officers. 

1001.2004- 3 Formst of affidavit. 

1001.2004- 4 Filing affidavit. 

1001.2004- 5 Scope or applicability. 

1001.2005- 1 Reporting to the office of special 
investigation*, The Inspector Genera). 
USAF. 

Subporf u—Indvifry Advisory Committees 

1001.2100 Scope of subpart. 

1001.2102 Statement of position. 

10012103 Limitations. 

10012105 Responsibility. 

Aothoiitt- II 100M01 to 10012105 Issued 
tinder sec. 8012. 70A 8tat. 488: 10 XJ. 8. C. 
8012. Interpret or apply secs. 2301-2314. 70A 
Stat. 127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—INTRODUCTION 

9 1001.101 Purpose of subchapter. 
The Air Forc<? Procurement Instruction 
is Issued by the Commander. Air Ma¬ 
teriel Command, by authority of the 
Secretary of the Air Force, delegated 
through the Deputy Chief of Staff, 
Materiel. Hq USAF. It implements the 
Armed Services Procurement Regulation 
Subchapter A, Chapter I, of this title 
and establishes for the Department of 
the Air Force uniform policies, proce¬ 
dures, and instructions relating to the 
procurement of supplies and services 
under the authority of the Armed Serv¬ 
ices Procurement Act of 1947. as 
amended <41 U. 8. Code 151-161) •here¬ 
inafter referred to as "the Act”), or 
under other statutory authorization. 

3 1001.102 Applicability of subchapter. 
The Air Force Procurement Instruction 
will apply to all purchases and contracts, 
within or outside of the continental 
United States, for the procurement of 
supplies or services which obligate ap¬ 
propriate funds (including available 
contract authorizations). If a particu¬ 
lar part, subpart, or section has a limited 
application, the part, subpart, or section 
will contain the specific application 
thereof. The Air Force Procurement 
Instruction will be effective on and after 
December 1, 1954. 

§ 1001.104 Content of instruction. 
The Air Force Procurement Instruction 
will contain all policies, procedures, and 
instructions relating to procurement of 
supplies and services within the Air 
Force, except those contained in Armed 
Services Procurement Regulation (Chap¬ 
ter I, Subchapter A of this title), and 
those contained in specifically exempted 
regulations. 

9 1001.105 Amendments. The Air 
Force Procurement Instruction will be 
amended from time to time by publica¬ 
tion of revised or additional pages, sub¬ 
parts. or parts. Each revised or addi¬ 
tional page will bear, at the top, the date 


RULES AND REGULATIONS 

of the change. The Air Force Procure¬ 
ment Instruction will also be amended 
from time to time by Air Force Procure¬ 
ment Circulars pending issuance of re¬ 
vised pages. 

9 1001.107 Effective date. Compli¬ 
ance with an amendment to Air Force 
Procurement Instruction will be permis¬ 
sible with the date of issuance thereof 
and will be mandatory effective 30 days 
thereafter, except: 

(a) As otherwise prescribed In such 
amendment. 

<b) New T or revised Air Force Procure¬ 
ment Instruction contract clauses will be 
effective 90 days after issuance. Con¬ 
tractual documents submitted to con¬ 
tractors for signature before receipt of 
amendments need not be rewritten to 
include new’ or revised Air Force Pro¬ 
curement Instruction clauses. 

9 1001.108 Air Force Procurement Cir¬ 
culars. Air Force Procurement Circulars 
will be issued from time to time for the 
purpose of announcing changes, addi¬ 
tions, and deletions to the Armed Serv¬ 
ices Procurement Regulation and Air 
Force Procurement Instruction pending 
publication of revised pages. Air Force 
Procurement Circulars will be num¬ 
bered consecutively for the calendar 
year, beginning with No. 1. 

9 1001.109 Deviations from Armed 
Services Procurement Regulation or a 
Department of Defense Directive. 

9 1001.109-2 Deviations affecting one 
contract or transaction . Deviations 
from Armed Services Procurement Regu¬ 
lation or a Department of Defense direc¬ 
tive which affect one contract only or 
a single transaction in connection with 
one contract, will be made only by and 
with the prior approval of: Director of 
Procurement and Production. Deputy 
Chief of Staff/Materiel. Hq USAF. 
Deputy Director of Procurement and 
Production. Deputy Chief of Staff/Ma- 
terlel, Hq USAF. or Chief. Procurement 
Policy Division. Directorate of Procure¬ 
ment and Production, Deputy Chief of 
Staff /Materiel. Hq USAF. after coordi¬ 
nation as to form and legality by the 
Office of the General Counsel, USAF. 
Requests for authority to make such de¬ 
viations will be sent through channels. 
Including the Commander. Air Materiel 
Command, attn: Office of Procurement 
Committee, Directorate of Procurement 
and Production. Written notice to the 
Assistant Secretary of Defense (Supply 
and Logistics) and the other military 
departments will be made by the Direc¬ 
torate of Procurement and Production, 
Hq USAF. 

9 1001.109-3 Deviations affecting more 
than one contract or contractor. Devia¬ 
tions from Aimed Services Procurement 
Regulation or a Department of Defense 
directive which affect more than one 
contract or contractor will be made by 
the Director of Procurement and Pro¬ 
duction. DCS/M. Hq USAF. Requests 
for authority to make such deviations 
will be sent through channels, including 
the Commander, AMC, attn: MCPC. 

9 1001.109-50 Deviations from AFPl 
or AFPC. (a) Except for deviations from 
1 1003.604, deviations from the require¬ 


ments of the Air Force Procurement 
Instruction and an Air Force Procure¬ 
ment Circular will be made only by 
and with the prior approval of the 
Office of the Procurement Committee 
(MCPC), Hq AMC. Deviations from the 
provisions of 9 1003 604, of Part 1003, 
Imprest Funds, will be made only by ana 
with the prior approval of the Director 
of Procurement and Production, DCS/M, 
Hq USAP. 

9 1001.109-51 Deviations, contract 
clauses —(a) Policy. Contracts will con¬ 
sist solely of prescribed clauses to the 
greatest extent practicable. It is recog¬ 
nized. however, that special situations 
may arise which will make deviations 
necessary. Deviations from prescribed 
clauses will be held to a minimum and 
will not be included in contracts except 
with approval as set forth in |$ 1003.109- 
2. 1001.109-3 or 1001.109-50 (a). 

(b) Definitions. For the purpose of 
this section: 

(1) The term “deviation” includes: 

(1) The use of any prescribed clause 
not in conformance to the rules of ap¬ 
plication for such clause. 

(ii) The omission of any prescribed 
clause. 

(iii) Any addition to, deletion from, or 
modification of language in a prescribed 
clause. 

(iv) Any collateral provision which, 
although not included in a prescribed 
clause, has the effect of altering the pre¬ 
scribed clause or changing the appli¬ 
cation. 

<v> Any contractual provision not in¬ 
cluded in the foregoing which has not 
been specifically authorized for use in 
contracts, except as provided in sub- 
paragraph (2) of this paragraph. 

(2) The term “deviation" does not in¬ 
clude: 

<i) Provisions which describe the sup¬ 
plies or services being procured, or the 
supplies or material being furnished to 
a contractor. 

<11) Provisions establishing the time, 
place, or method of furnishing supplies 
and services, or paying for the same, un¬ 
less such provision brings it within the 
purview of subparagraph (1) <iv) of this 
paragraph. 

(Ill) In the case of cost type contracts, 
special allowable items of cost enumer¬ 
ated pursuant to Subpart E. Part 15. 
Chapter I. of this title, so long as such 
special items are consistent with the 
ASPR and its implementation In this 
Instruction. 

(3) The term "prescribed clause” 
means any cont ract clause prescribed by 
ASPR or AFPI, as w’ell as any contract 
douse prescribed by Hq USAF or Hq 
AMC. 

SUBPART B —DEFINITION OF TERMS 
AND ABBREVIATIONS 

9 1001.201 Definitions. As used 
throughout ASPR and AFPI, the follow¬ 
ing terms will have the meanings set 
forth in this subpart. 

91001.201-9 Sources of supplies. (a> 
The following definition applies to con¬ 
tracts for supplies which will be manu¬ 
factured and furnished outside the geo¬ 
graphical limits of the United States, 
Alaska, Hawaii, Puerto Rico, the Virgin 
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Islands, or the District of Columbia. 
The terms “sources of supplies” will 

include: 

(1) Manufacturers, 

(2) Construction contractors. 

(3) Regular dealers in the supplies to 
be procured, as defined In § 1.201-9 of 
this title. 

(4) Intermediaries, provided such 
sources are not prohibited by local 
foreign law. An Intermediary will be 
deemed to be any one of the following: 

(i) A person (or firm) who owns, op¬ 
erates, or maintains a place of business, 
regularly engaged in performing certain 
services which directly or Indirectly in¬ 
crease the value of the materials, sup¬ 
plies, articles, or equipment being pro¬ 
cured (services to consist of such func¬ 
tions as the recovery from consignees 
and redistribution to manufacturers and 
producersof containers and packing ma¬ 
terials; the receiving, storing, repacking, 
and reshipping of items being procured; 
the collection, consolidation, assembling, 
packing, and shipping of items being 
procured, etc.; and NOT the functions 
of mere soliciting of business, taking of 
orders, rendering assistance to manufac¬ 
turers or producers by the preparation 
of receiving payment documents, ar¬ 
ranging for transportation facilities, 
etc.). 

(il) A person (or Arm) who owns, op¬ 
erates. or maintains a place of business, 
regularly engaged In the Importing and 
exporting business, provided that the 
items being procured are not to be im- 
jx>rted from within the geographical 
limits of the continental United States, 
Alaska, Hawaii, Puerto Rico, and the 
Virgtn Islands. 

(1U) Agencies or instrumentalities of 
a foreign government. 

11001.201- 50 United States and 
Government. These are synonymous 
terms which Include the Department. 

1 1001.201-51 Contractor . The term 
‘'contractor” means any person, part¬ 
nership. company, or corporation (or any 
combination of these) which is a party 
to a contract with the United States. 

1 1001.201-52 Chief officer responsible 
for procurement. The term “chief offi¬ 
cer responsible for procurement'’ means 
the Commander, Air Materiel Command 
as sole head of a procuring activity 
within the Air Force. 

1 1001.201-53 Appropriated funds. 
The term “appropriated funds” com¬ 
prises all such funds, including funds 
allocated to. as distinguished from ap¬ 
propriated to. the Department (includ¬ 
ing available contract authorizations); 
but does not include organization, unit, 
or similar funds. 

5 1001.201-54 Local purchase. The 
term “local purchase” means the au¬ 
thorized purchase, with appropriated 
funds, of materials, supplies, and non¬ 
personnel services by an AF Installation 
for its own use or the use of a logistically 
supported acUvity. 

51001.201- 55 Central procurement. 
The term “central procurement” means 
the procurement of consolidated Air 
Force requirements of materials, supplies 
or services effected by designated agen- 
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cles, namely the Air Materiel Command, 
the Department of the Army. Depart¬ 
ment of the Navy, Armed Services Medi¬ 
cal Procurement Agency, and Armed 
Services Petroleum Purchasing Agency. 

5 1001.201-56 Local purchase activity . 
The term “local purchase activity" means 
any AF installation that is engaged in 
local purchase and is located within the 
continental limits of the United States, 
its Territories and possessions. 

5 1001.201-57 Foreign procurement 
activity. The term “foreign procure¬ 
ment activity** means any AF installa¬ 
tion engaged in procurement and located 
outside the continental limits of the 
United States, its Territories and posses¬ 
sions. The term includes air attaches 
and AF foreign missions. For the pur¬ 
pose of this section “Territories and pos¬ 
sessions” Include Alaska. Hawaii. Puerto 
Rico. Panama Canal Zone, Virgin Islands, 
and Guam. 

$ 1001.201-58 AMC field procurement 
activities. The term “AMC field pro¬ 
curement activities” means the purchas¬ 
ing and contract administration activ¬ 
ities of the air materiel areas and Air 
Force depots listed in this section: 

Middletown AM A. 

MobUe AMA. 

Oklahoma City AMA 

Ogden AMA. 

Sacramento AMA 

Ban Antonio AMA. 

San Bernardino AMA. 

Warner Robin* AMA. 

Dayton AF Depot. 

Gadsden AF Depot. 

Memphis AF Depot. 

Rome AF Depot. 

Shelby AF Depot. 

Topeka AF Depot, 

$ 1001.201-59 Air procurement dis- 
trict. An “air procurement district” is a 
component of the air materiel area to 
which assigned, and is responsible for 
administering contracts and related 
functions in a specific geographical area 
excluding facilities administered by an 
AF plant representative. 

f 1001.201-60 AF plant representative 
office . An “Air Force plant representa¬ 
tive office” Is a component of the air ma¬ 
teriel area to which assigned, and is re¬ 
sponsible for administering contracts 
and related functions in a designated 
industrial plant where establishment of 
the office is justified by the size of the 
contractor or the importance of the 
work being performed. 

ff 1001.201-01 AF plant representative . 
An “AF plant representative” is the in¬ 
dividual In charge of an AF plant repre¬ 
sentative office. 

f 1001.201-62 Air procurement office. 
An “air procurement office” is a com¬ 
ponent of the parent air procurement 
district and is responsible for APD ac¬ 
tivities (quality control, production, in¬ 
dustrial property, etc.) in a designated 
geographical area or in a number of 
plants as assigned. 

I 1001.201-63 Plant office. A “plant 
office” is a component of the parent air 
procurement district and is responsible 
for APD activities (quality control, pro¬ 
duction, industrial property, etc.) in a 


designated plant. The Individual in 
charge of a plant office will be entitled 
“Officcr-in-Charge”; except in a plant 
office where only quality control inspec¬ 
tors are assigned. In which case the in¬ 
dividual in charge will be entitled *'AP 
Quality Control Representative.” 

§ 1001.201-64 Purchasing offices —(a) 
Purchasing office. A purchasing office is 
any AF installation or activity, or a di¬ 
vision office, branch, section, or unit of 
an AF installation or activity, charged 
with a purchasing or procurement func¬ 
tion. including base purchasing and con¬ 
tracting offices. 

(b) Principal purchasing office . The 
following are designated as principal 
purchasing offices of the Air Force: 

(1) Buying divisions of the Directo¬ 
rate of Procurement and Production. 
Hq AMC. Wright-Patterson AFB, Ohio. 

(2) All AMC field procurement activi¬ 
ties listed in § 1001.201-58. 

ft 1001.201-65 Form of contract. The 
term “form of contract” has reference 
to a physical object which is one or more 
sheets of paper, preprinted, with blanks 
designed to be filled in by typewriting or 
other method; examples: DD Form 351, 
DD Form 702, and DD Form 738. 

$ 1001.201-66 Type of contract. The 
term "type of contract” has reference to 
the method provided in the contract for 
recompensing the contractor for supplies 
or services to be furnished by him: ex¬ 
amples: fixed-price type, cost-plus- 
fixed-fee type. 

§ 1001.201-67 Kind of contract. The 
term “kind of contract” has reference to 
the nature of the commodity or service 
being procured; examples: construction 
contract and supplies contracts. 

§ 1001.201-68 Supplemental agree - 
ment. “Supplemental agreement” 
means a written modification in the 
terms of a contract which is found to be 
desirable or necessary during the life of 
the contract, and which the contracting 
officer Is not authorized to make under 
the terms of the contract without the 
concurrence of the contractor. 

§ 1001.201-69 Change order. “Change 
order” means a written order, signed by 
the contracting officer, making changes 
In the contract which the contracting 
officer is authorized to make under the 
provisions of the contract without the 
concurrence of the contractor. 

§ 1001.201-70 Contract change noH/T- 
cation . A contract change notification 
<CCN) is a written order signed by the 
contracting officer directing the making 
of changes of the kind authorized by the 
provisions of the contract in the suppllaa 
or services called for thereunder, but 
containing no adjustment of price or 
estimated cost. Following such a writ¬ 
ten order, the necessary revisions in 
other provisions of the contract which 
are brought about by such order will be 
made by a supplemental agreement. 

$ 1001.202 Abbreviations. 

A CD—Administrative commitment docu¬ 
ment. 

ACO—Administrative contracting officer. 

A OOP—Aircraft out of commission lor 
parts. 
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RULES AND REGULATIONS 


ABC—Atomic Energy Commission. 

ABM—Advance engineering memorandum, 
AF—Air Force. 

AF18R—Armed Force* Industrial Security 
Regulation. 

AFL—Air Force Letter. 

A PM—Air Force Manual. 

APlim—Director of Industrial Resource*. 
AFMPB—Director of Procurement and Pro¬ 
duction Engineering. 

AFPC—Air Force Procurement Circular. 
AFPI—Air Force Procurement Instruction. 
AFR—Air Force Regulation. 

AGO—Adjutant General Office. 

AMA—Air .Materiel Command. 

AMCM—Air Materiel Command Manual. 
AMCR—Air Materiel Command Regulation. 
AMPK—Aeronautical Manufacturer* Plan¬ 
ning Report. 

APD—Air Procurement District. 

ARDC—Air Research and Development 
Command. 

ASPC—Analysis of spare parts change. 
A5PPA—Armed Services Petroleum Pur¬ 
chasing Agency. 

ASPPO—Armed Services Procurement 

Planning Officer. 

AJ8PR—Armed Services Procurement Regu¬ 
lation. 

ATC—Air Transport Command. 

A TO—Aircraft transfer order. 

ATRC—Air Training Command. 

BAR—Bureau of Aeronautics Representa¬ 
tive. 

Bu Acr—Bureau of Aeronautic*. 

CAA—Civil Aeronautics Administration. 

CADC—Crown Assets Disposal Corporation. 
CAR—Civil Air Regulation. 

CC—Coil contracts. 

CCN—Contract change notification. 

CFP—Contractor furnished materiel. 

CID—Change In design. 

Com. Gen.—Comptroller General. 

CPD—Contractual provisioning document. 
CPFF—Coat plus-a-fixed fee. 

CPIC—Cost price items canceled. 

CPIF—Cost plus incentive fee. 

CPIT—Cost price of Items terminated. 

CR—Change release; cost reimbursement. 
C8—Cost sharing. 

DP—Disposition Form. 

DIRS—Departmental Industrial Reserve 
Bystem. 

DOD—Department of Defense. 

DAP—Defense Production Administration. 
EAPD—End article prime depot. 

BCP—Engineering change proposals. 

EO—Expenditure order. 

FOR—Facility capability report. 

FEAF— Far East Air Force. 

FIFO—First-in-first-out. 

FPE—Fixed price escalation. 

FP1—Fixed price incentive. 

FPIF—Fixed price incentive fee. 

FPR—Fixed price redetermination. 

GAO—General Accounting Office. 

GFAE—Government furnished aircraft 
equipment. 

OFB—Government furnished equipment. 
GFM—Government furnished materiel. 
OFF—Government furnished property. 

OSA—General Services Administration. 
Hq— Headquarters. 

IFB—Invitation for bid. 

LP—Local purchase. 

MATS—Military Air Transport Service. 
MOC—Comptrollers Department Headquar¬ 
ters Air Materiel Command. 

MCCBOP—Budget Analysis and Program 
Section. Budget Division. 

MCCFP—Finance Services Branch. Finance 
Division. Comptrollers Department. 

MCCMC— Equipment Branch. Manpower 
and Organization Division. Comptrollers De¬ 
partment. 

MCCP—Management Analysis Office. 

Comptrollers Department. 

MCCQ—Central Procurement Financial Di¬ 
vision, Comptrollers Department. 

MOCR—Purchase Request—Military Inter¬ 
departmental Purchase Office. Comptrollers 
Department. 


MCCS—Statistical Services Division Comp¬ 
trollers Department. 

MOGOP—Publications and Forms Manage¬ 
ment Branch. Adjutant Executive Com¬ 
mander. 

MCOOPF— Forms Control Section. Publi¬ 
cations and Forms Management Branch. 
Adjutant. 

MCJ—8taiT Judge Advocates Office, Com¬ 
mander Air Materiel Command. 

MCJV—Procurement Law Division Staff, 
Judge Advocates Office. 

MCM—Directorate of Maintenance Engi¬ 
neering. Headquarters Air Materiel Com¬ 
mand. 

MCMT—Maintenance Engineering Services 
Division. 

MCMTT—Technical Publications Branch, 
Maintenance Engineering Services Division. 

MCP—Directorate of Procurement and 
Production. Headquarters Air Materiel Com¬ 
mand. 

MCPA—Management Services Office. Direc¬ 
torate of Procurement and Production. 

MCPAB—Manpower and Budget Branch. 
Management Services Office. 

MCP AC—Contractors Relations and Indus¬ 
trial Liaison Branch. Management Services 
Office 

MCPAP—Policy and Coordination Branch, 
Management Services Office. 

MCPAR—Reports and Analysts Branch, 
Management Services Office. 

MCP AT—Personnel and Administrative 
Branch. Management Services Office. 

MCPATF—Printing and Forms 8cctlon, 
Personnel and Administrative Branch. 

MCPB—Industrial Resources Division. Di¬ 
rectorate of Procurement and Production. 

MCPBC—Resources Control Office. Indus¬ 
trial Resources Division. 

MCPBE—Equipment Branch. Industrial 
Resources Division. 

MCPBI—Preparedness Branch. Industrial 
Resources Division. 

MCPBIC—Construction and Real Estate 
Section. Preparedness Branch. 

MCPBIK—Facilities Contract Section. Pre¬ 
paredness Branch. 

MCPBIP—Commodity Coordination Sec¬ 
tion. Preparedness Branch. 

MCPBRI—Industrial Manpower Section. 
Resource* Branch. 

MCPBRR_Requirements and Allocations 

Section. Resources Branch. 

MCPC_Office of Procurement Committee. 

Directorate of Procurement and Production. 

MCPG_D eputjr Director/Mobilization 

Planning. Directorate of Procurement and 
Production. 

MCPH—Aircraft Division. Directorate of 
Procurement and Production. 

MCPI—Office of Inspection, Directorate of 
Procurement and Production. 

MCPJ—Readjustment Division, Directorate 
of Procurement and Production. 

MCPJP—Plant Clearance Branch. Read¬ 
justment Division. 

MCPJPC—Classification and Screening 
Section. Plant Clearance Branch. 

MCPJPF—Field Operations Section. Plant 
Clearance Branch. 

MCPJ3—Settlement Branch, Readjustment 
Division. 

MCPJT—Terminations Branch. Readjust¬ 
ment Division. 

MCPMA—Airlines Branch Airlines. Main¬ 
tenance and Service Contracts Division. 

MCPPA—Procurement Analysis Branch. 
Deputy Director Procurement. 

MCPPB—Pricing Branch, Deputy Direc¬ 
tor/ Procurement. 

MCPPBB—Bonds and Insurance Section, 
Pricing Branch. 

MCPPC—Contract Management Branch. 
Deputy Director/Procurement, 

MCPPOC—Contract Management Section, 
Contract Management Branch. 

MCPPCI—Industrial Property Section, 

Contract Management Branch. 

MCPPP—Purchase Policy Branch, Deputy 
Direc tor/ Procurement. 


MCPPPC—Coordinated Procurement and 
Assignment Section. Purchase Policy Branch. 

MCPPPL—Base Procurement Section. Pur¬ 
chase Policy Branch. 

MCPPPS—Purchase Surveillance Section, 
Purchase Policy Branch. 

MCPRM—Production Management Branch, 
Deputy Director/Productton. 

MCPS—Support Division. Directorate of 
Procurement and Production. 

MCPSC—Contract Reporting and Bailment 
Branch. Support Division. 

MSPSCB—Bailment Section, Contract Re¬ 
porting and Bailment Branch. 

MSPSCP—Procurement Reports Section, 
Contract Reporting and Bailment Branch. 

MCPSD—Contract Distribution and File* 
Branch Support Division. 

MCPSDF—Contract Files Section Contract 
Distribution and Files Branch. 

MCPSE—Equipment Distribution Branch. 
Support Division. 

MCPSE3—Shipping Instructions 8ectIon, 
Equipment Distribution Branch. 

MCPZ—Programs and Analysis Office. Di¬ 
rectorate of Procurement and Production. 

MCPZB—Budget Branch. Programs and 
Analysis Office, Directorate of Procurement 
and Production. 

MCPZB B—Budget Preparation 8ectlon. 
Budget Branch. Programs and Analysis Office 

MCPZBP—Funds Control Section. Budget 
Branch, Programs and Analysis Office. 

MCPZBG—Government Furnished Aircraft 
Equipment Budget Data Section. Budget 
Branch Programs and Analysis Office. 

MCPZF— Financial Branch, Programs and 
Analysis Office. 

MCPZO— Analysis Branch. Programs and 
Analysis Office. 

MCPZR—Programs Branch, Programs and 
Analysts Office. 

MCQ—Quality Control, Headquarters Air 
Materiel Command. 

MCR—Master change record. 

MC8—Directorate of Supply and Service*, 
Headquarters Air Materiel Command. 

MCSDD— Aircraft Distribution Branch. 
Materiel Control Division. 

MCSIFD—Engineering Data 8ectkm, Inter¬ 
changeability and Standardization Branch. 

MCSQF—Food Services Branch. Service* 
Division. Director of Supply and Services. 

MCSQO—Memorial Affairs Branch. Serv¬ 
ices Division, Directorate of Supply and 
Services. 

MCSR—Programs and Requirements Divi¬ 
sion. Directorate of Supply and Services. 

MCSRC—Provisioning Coordinating Office, 
Program and Requirements Division. 

MCSRE — Equipment and Automotive 
Branch, Program and Requirements Divi¬ 
sion. 

MCST — Transportation and Packaging 
Division. Directorate of Supply and Services. 

MCSTE—Packaging and Materials Handling 
Branch. Transportation and Packaging Divi¬ 
sion. 

MI PR— Military Interdepartmental Pro¬ 
curement Request. 

MDAP—Mutual Defense Assistance Pro¬ 
gram. 

MTU—Mobile Training Units. 

OC—Open contract. 

ODM—Office Defense Mobilization. 

OPU—Priorities of programmed units. 

OSP—Offshore procurement. 

PO—Purchase order. 

PR—Purchase request. 

RAAF—Royal Australian Air Force. 

RC—Requirements contract. 

RCAF—Royal Canadian Air Force. 

RCS—Reports control symbol. 

RAD—Research and Development. 

RDO—Research and Development Order. 

REP—Removal of Excess Funds. 

RFP—Request for Proposal. 

SB A—-Small Business Administration. 

BFP—Straight fixed price. 

8PCR—A proposed priced spare parts 
change request. 
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TOO—'Terminating Contract Officer, 

TM— Time and material*. 

UCC —Unadjusted contract change. 

VSAF—United 8uvte* Air Force. 

USAFB — United State* Air Force In Europe. 

WADC— Wright Air Development Center. 

WCLB— Equipment Laboratory. Directorate 
cf laboratories. 

WCX— Directorate of Engineering Stand¬ 
ards. Wright Air Development Center. 

WCXES—Statu* and Nomenclature Sec¬ 
tion, Equipment Central Branch. 

WD— War Department. 

2.1—Zone or Interior. 

SUBPART C—BASIC POUCIIS 

9 1001.305 Specifications . (a) To per¬ 
mit full and free competition required 
by law. the requirements of the Air Force 
must be set forth in the invitation for 
bids or requests for proposals in such a 
manner that competition is not re¬ 
stricted. Every item on an Invitation for 
bids or request for proposals will be de¬ 
scribed by reference to the applicable 
specifications, or In lieu thereof, will 
contain a composite description con¬ 
taining: all the essential requirements to 
be met by the item. 

(b) The following types of specifica¬ 
tions or composite description are au¬ 
thorized for procurement in the order 
of preference listed: 

(1) Federal specifications. 

(2) Coordinated military (MIL or 
JAN) specifications. 

(3) Air Force-Navy Aeronautical spec¬ 
ifications. 

(4) Uncoordinated military (Mil) 
specifications. 

(5) United States Air Force. Army, or 
Navy specifications. 

(6) Tentative specifications. 

(7) Other Government departmental 
specifications. 

(8) A composite description. 

<c> Under the provisions of section 
206 (b) of the Federal Property and Ad¬ 
ministration Act of 1949, as amended (63 
Stat. 390: 40 U. S. C. 487 » as implemented 
by 44 C. F. R 53.11-53.13. all executive 
agencies arc required to use applicable 
Federal specifications promulgated by 
the Director, Bureau of Federal Supply. 
These Federal specifications are listed 
in a Federal Specifications Index which 
is available at the Government Printing 
Office. Washington. D. C. Contracting 
officers will enforce the requirement that 
appropriate Federal specifications be 
used by returning purchase requests to 
the initiators when th# item to be pro¬ 
cured Is the subject of a Federal specifi¬ 
cation and that specification is not set 
forth in the purchase request. If the 
initiator of the purchase request omits 
the Federal specification because it is 
considered Inappropriate to meet the 
needs of the Air Force, the reasons upon 
vhich that conclusion is based must be 
furnished to the contracting officer prior 
to procurement action. 

(d) Purchases will be made by refer¬ 
encing the applicable type of specifica¬ 
tion or composite description prescribed 
by paragraph (b) of this section, except 
for Uiose purchases required for: 

d) Research and development proj¬ 
ects, including experimental, engineer¬ 
ing, service, and flek! tests, provided 
the technical and quantity requirements 
of the Items are approved for these pur¬ 
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poses by appropriate technical commit¬ 
tee action. 

(2> The current military program, 
provided the specifications used arc 
actually In process of conversion to a 
Federal or coordinated military specifi¬ 
cation. 

(3> Spare parts, components, or ma¬ 
terials required for existing stocks of 
material or for maintenance and opera¬ 
tion of established installations, pro¬ 
vided the item description used includes 
the contractor’s part number or draw¬ 
ing number and refers to the model 
designation and manufacturer's name 
and address of the equipment with 
which the item is to be used. The above 
Items will be considered for formal ad¬ 
vertising under the conditions described 
herein only when the items to be pro¬ 
cured are predominantly commercial 
type items. 

(e> Repeated use of a composite de¬ 
scription for Urge dollar volume pur¬ 
chases of any item other than one of 
minor significance indicates a need for 
a specification. In these instances, 
necessary action will be taken to provide 
for issuance of adequate military or Fed¬ 
eral specification as appropriate. 

it) Where a proper determination 
has been made that one, and only one, 
supplier can furnish the required items 
or item, procurement should be accom¬ 
plished by negotiation according to the 
applicable portion of Part 3. Chapter I, 
of this title and Part 1003 of this chapter. 

(g> Many adopted specifications cover 
several grades or types, and provide for 
several options in methods of inspection, 
etc. When such specifications are used, 
the invitation for bids or requests for 
proposals will state specifically the 
grade, type, or method of inspection, 
etc., on which bids are to be based. 

(h> Contracting officers accomplishing 
offshore procurement are authorized to 
use, where necessary, such specifications, 
standards, and purchase descriptions of 
foreign governments and foreign trade 
associations, which will be readily under¬ 
stood by foreign vendors, provided ade¬ 
quate measures are taken to insure 
satisfactory and acceptable products, in¬ 
cluding standard and Interchangeable 
items, where required. 

4 1001.306-50 Ocean rates and port 
handling charges for use in evaluating 
bids or proposals. Contracting officers 
will request the appropriate transporta¬ 
tion officer to furnish any ocean trans¬ 
portation rates and port handling 
charges required for use in evaluating 
bids or proposals. These rates and 
charges will be considered in making the 
awards. 

4 1001.307 Responsible prospective 
contractor . Sec 44 1002.403 (a) (2) 

( 111 ). 

4 1001.307-50 Policy regarding the 
consideration of loyalty of scientific re - 
searchers on unclassified research con- 
troots, (a) The problems of security and 
possible unauthorized release of classi¬ 
fied information do not arise under un¬ 
classified scientific research contracts. 
The major consideration regarding the 
Individuals Involved should be their sci¬ 
entific integrity and ability. The only 
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consideration relating to the loyalty of 
Individual scientists engaged in work! 
under Government contracts is the 
principle that it would appear to be 
against the national interest to give aid 
and comfort to a person disloyal to the 
United States. In conformance with this 
principle, the following policy has been 
adopted: 

(1) In considering proposals for con¬ 
tracts in support of unclassified research 
not Involving security considerations, 
the policy is to assure that, in apprais¬ 
ing the merit of a proposal submitted 
by or on behalf of a scientist, his ex¬ 
perience, competence and integrity are 
always taken carefully Into account. 
Purchasing activities will not knowingly 
award or continue a contract in support 
of research for one who is: 

(I) An acknowledged Communist or 
anyone established as being a Commu¬ 
nist by a judicial proceeding, or anyone 
who advocates change In the United 
States Government by other than con¬ 
stitutional mean s. 

(II) An individual who has been con¬ 
victed of sabotage, espionage, sedition, 
subversive activity under the Smith Act. 
or a similar crime involving the Nation's 
security. 

(b) Whenever any purchasing activity 
has reason to believe that the policies 
described In paragraph (a) (1) of this 
section applies to a scientific researcher 
whose services will be utilized in a pro¬ 
posed contract, or whose services are 
being used in an existing contract, all 
pertinent information will be forwarded 
through the Commander, AMC, attn: 
MCPI, to the Deputy Chief of SUIT, Ma¬ 
teriel, Hq USAF. attn: AFMPP, for reso¬ 
lution* 

(c) Where a purchasing activity re¬ 
ceives information indicating that a po¬ 
tential or an actual scientific researcher 
may have violated a Federal statute, an 
immediate report will be made in the 
manner prescribed for reporting the 
commission of suspected crimes. 

4 1001.350 Forward purchasing policy . 
The primary objective of the forward 
purchasing policy Is to atUln and main- 
Ott a continuing basis an Air Force 
In a maximum state of readiness to per¬ 
form Its combat mission within approved 
force structures, with a minimum cost 
impact on the United States economy. 
The control of expenditures through em¬ 
ployment of efficient inventory control 
procedures and purchasing methods, 
are indispensable prerequisites to the 
achievement of this objective. The Air 
Force must demonstrate continually in¬ 
creased efficiency In its current opera¬ 
tions in addition to developing sound 
programs directed towards greater effi¬ 
ciencies in the future. Consistent with 
this objective, the following require¬ 
ments are established: 

(a) Procurements will not be placed 
earlier than necessary to meet require¬ 
ments and/or maintain continuity of 
production. 

(b) All procurement will be accord¬ 
ing to the latest production reserve pol¬ 
icy. This applies to both prime con¬ 
tractor and subcontractor complexes of 
aircraft and to all manufacturers of re¬ 
lated equipment. 
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fc> No new contract Is to be placed 
until the price, delivery, and quality ele¬ 
ments of the purchase have been care¬ 
fully reviewed and analyzed. 

(d> Where contractors have delayed 
without justifiable cause or faded to ne¬ 
gotiate in good faith prompt contract 
formalization, price rede term! nation, and 
target reset or final price revision under 
incentive contracts, and it is determined, 
after suitable review, that such delin¬ 
quencies exist, no new contracts are to be 
placed with the contractors involved 
until the delinquencies have been cor¬ 
rected. 

(e> Careful consideration Is to be 
given ^tightening the terms and condi- 
tions of new contracts and to insure that 
obligations undertaken by contractors 
are clearly stated and enforced. Increas¬ 
ing emphasis is to be placed on fixed - 
price contracts, and 'wider use of in¬ 
centive type contracts where it can be 
anticipated that lower over-all cost will 
result. 

(f) Reasonable administrative con¬ 
trols or other assurances will be used to 
insure that AP contractors maintain 
minimum inventories required for pro¬ 
duction consistent with sound business 
practices. 

8 1001.351 Policy on establishment of 
secondary sources of aircraft production . 
As an integral part of the policy of 
broadening the industrial base during a 
period of national emergency. It is nec¬ 
essary for the Air Force to create sup¬ 
plementary sources for the production of 
aircraft and related equipment normally 
obtained from the original designer- 
manufacturer and to provide the supple¬ 
mentary sources with engineering help 
and technical assistance from such origi¬ 
nal sources. The Air Force recognizes 
the contributions made by the primary 
suppliers of aircraft and related equip¬ 
ment to the advanced state of the art and 
the importance of maintaining the in¬ 
dustry in strong financial condition. To 
that end. it is essential that the aircraft 
industry be adequately compensated for 
Its creative efforts and its over-all con¬ 
tributions to the national defense. The 
policies set forth in this section are de¬ 
signed to recognize the respective con¬ 
tributions and responsibilities of industry 
and Government toward the mainte¬ 
nance of an aviation industry In this 
country of sufficient strength to provide 
the air power needed for national 
security. 

(a) Determination of need for sup¬ 
plementary sources. It will be the pre¬ 
rogative of the Air Force to determine 
whether one or more supplementary 
sources are needed, and to make the 
final selection of secondary suppliers. 
Nevertheless. It will be AF policy to con¬ 
sult with the primary source prior to the 
selection and establishment of each sup¬ 
plementary source to obtain the benefit 
of the experienced advice and judgment 
of the primary source and also with a 
view toward obtaining a competent sup¬ 
plementary supplier, who will operate in 
harmony with the primary source. It is 
expected that, after the establishment of 
each supplementary source, the primary 
source will cooperate in furnishing tech¬ 
nical assistance to the supplementary. 
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source and In entering Into licensor- 
licensee agreements. When establish¬ 
ing a supplementary source, considera¬ 
tion will be given to the cost of the pro¬ 
duction facilities that the Government 
may have to provide such supplementary 
source. 

<b> Proration of procurement be¬ 
tween primary and supplementary 
sources. In determining the extent to 
which procurement will be prorated be¬ 
tween the primary source and the sup¬ 
plementary source or sources. It will be 
AF policy to give prior consideration to 
the primary source, subject always to the 
Government being assured of deliveries 
of the needed equipment within the time 
required and at a reasonable price. In 
determining the amount of procurement 
to be placed with the supplementary 
source or sources, consideration will be 
given to amortizing the cost of any fa¬ 
cilities the Government may have pro¬ 
vided or will provide the supplementary 
source, as well as maintaining an ex¬ 
pansible base in event of mobilization, 
but there also will be taken into account 
the investment in production facilities 
made by the primary source. Due recog¬ 
nition will be given to the available ca¬ 
pacity of the primary source, and in 
scheduling production programs it will 
be AF policy to maintain such produc¬ 
tion with the primary source as is con¬ 
sistent with the foregoing. It will be 
the prerogative of the Air Force to deter¬ 
mine the proratlon of business between 
the primary and supplementary sources. 

(c) Reimbursement of primay source 
for technical assistance . For technical 
assistance the primary contractor will 
be reimbursed by the Government on & 
basis which will fairly reflect the con¬ 
tractors’ “out-of-pocket” cost plus a fair 
profit. 

<d> Compensation of primary source 
for helping establish supplementary 
sources. The establishment of a supple¬ 
mentary source generally involves some 
proprietary rights of the original de- 
signer-manufacturer other than patent 
rights which are not considered as being 
within the purview of this policy state¬ 
ment. These proprietary rights will be 
given appropriate recognition on a case 
by case basis. The supplying of engi¬ 
neering know-how* and technical and 
other assistance by the primary source 
is materially beneficial to the supple¬ 
mentary source and to the Government, 
in reduced costs and effort in furnishing 
supplies. The amount and nature of the 
engineering assistance and know-how 
supplied by the primary contractor will 
be an important consideration in the 
negotiation of profit allowances for sup¬ 
plies procured by the Government from 
the primary contractors as well as in the 
negotiation of profit allowances for the 
supplies procured by the Government 
from the supplementary sources with 
the engineering and technical assistance 
furnished by the primary contractor. 

SUBPART D—PROCUREMENT RESPONSIBILITY 
ANO AUTHORITY 

f 1001.401 Responsibility of each pro¬ 
curing actimty . (a) The Commander. 

Air Materiel Command, as sole “head of 
a procuring activity/* is responsible for 
the procurement of supplies and serv¬ 


ices assigned to the procurement cog¬ 
nizance of the Department of the Air 
Force, except for the supplies and serv¬ 
ices assigned to the procurement cog¬ 
nizance of a Jointly-staffed and financed 
procuring activity established under the 
provisions of Part 4. Chapter I, of this 
title. This responsibility includes the 
authority to issue appropriate delega¬ 
tions of authority, to impose limitations 
upon the authority delegated, and to re¬ 
quire such business clearance and ap¬ 
proval as he may prescribe in procuring 
activity instructions (Air Force Procure¬ 
ment Instruction). This responsibility 
and authority extends over all activities 
of the Air Force, including oversea com¬ 
mands. air attaches, and AF foreign 
missions. 

<b) Except as specifically limited or 
prohibited herein, by Subchaptcr A, 
Chapter I, of this title, or by law. the 
authorities vested in the heads of pro¬ 
curing activities by Subchapter A, Chap¬ 
ter I, of this title, or in the Commander, 
AMC, by this subchapter may be dele¬ 
gated and redelegated. 

8 1001.402 General authority of con¬ 
tracting officers, (a) According to the 
provisions of Subchapter A. Chapter I of 
this title and this subchapter, any con¬ 
tracting officer is hereby authorized to 
enter into contracts on approved forms 
for supplies and services on behalf of the 
Government and in the name of the 
United 8tates of America, whether by 
formal advertising or by negotiation. 
Unless otherwise specifically provided, 
the words “the contracting officer” when 
used in Subchapter A. Chapter I of this 
title and this subchapter, or In any con¬ 
tract. supplemental agreement, or change 
order, arc construed to include any con¬ 
tracting officer, acting within the scope 
of the written orders designating him 
a contracting officer, his duly desig¬ 
nated successor, or authorized repre¬ 
sentative. Purchases will be made only 
by Individuals duly designated as con¬ 
tracting officers, except petty cash pur¬ 
chases. which will be made according to 
8 1003.604 of this chapter, and emergency 
purchases of fuel. oil. repairs, etc., which 
will be made according to current perti¬ 
nent regulations. 

<b> The contracting officer has only 
such powers as are given him by dele¬ 
gations of authority and the instrument 
by which he was designated. Acts ex¬ 
ceeding those powers do not bind the 
Government 

<c> There have been cases where per¬ 
sonnel other than contracting officers 
have issued oral orders to contractors 
which resulted In the contractors per¬ 
forming work not in accord with their 
contractual obligations and often at 
added expense to the contractors. Com¬ 
manders will emphasize to personnel 
under their jurisdiction that only con¬ 
tracting officers are authorized to com¬ 
mit the Air Force in dealing with 
contractors. 

<d> Contracting officers must comply 
with all requirements of applicable laws 
and regulations in exercising their con¬ 
tractual authority. 

(e) Headquarters, depot, or base con¬ 
tracting officers will accomplish procure¬ 
ments by formal advertising or negotia- 
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tion procedures, strictly according to 
Public Law 413 (80th Congress) t62 Stat. 
21; 41 U. S. C. 151-101). Chapter I. of 
this title, this chapter, and other direc¬ 
tives issued by proper authority. 

8 1001.450 Secretary . The Secretary 
establishes policies for, and directs and 
supervises, the Department s activities 
with respect to procurement and related 
matters. The General Counsel, as his 
legal advisor, is the final authority on all 
legal questions relating thereto. By 
delegation of authority from the Secre¬ 
tary, policies established by him are im¬ 
plemented and other appropriate 
instructions are issued to lower echelons 
by the Chief of Staff, USAF. through the 
Deputy Chief of Staff. Materiel. 

6 1001.451 Representatives of con¬ 
tracting officers, (a) The designating 
authority may designate any officer (in¬ 
cluding warrant officer) or civilian 
official, or any airman, to act as repre¬ 
sentative of the contracting officer or his 
duly designated successor. 

(b) A designation so authorized will 
be made by written instructions referring 
to particular contractual instruments or 
classes of instruments, and may. to the 
extent not specifically prohibited by the 
terms of the contractual instrument in¬ 
volved, empower the representative to 
take any or all action thereunder which 
could lawfully be taken by the contract¬ 
ing officer. A representative by virtue 
only of his designation as such will not 
be empowered to execute any contract 
or supplemental agreement on behalf of 
the United States. 

(c) This section will not be inter¬ 
preted as prohibiting the designation in 
a contract of a Government agency or 
position (by title but not an individual 
by name) to perform specified functions 
under the contract. Persons acting pur¬ 
suant to such contractual provisions are 
not considered representatives of the 
contracting officer within the meaning 
thereof. 

8 1001.452 Designation of contracting 
officers and representatives of contract¬ 
ing officers. To maintain a high degree 
of efficiency and effect the most economi¬ 
cal management and organization of 
local purchase activities. AF policy is to 
centralize the functions of purchasing 
and contracting in a consolidated activ¬ 
ity at all AF installations authorized to 
make local purchases from appropriated 
funds. 

5 1001.453 Delegations of authority. 
(a> The exercise of the delegated au¬ 
thorities will be subject to the applicable 
Provisions of Chapter I. of this title, this 
chapter, and other directives issued by 
proper authority, except that emergency 
procurements in combat areas will be ac¬ 
complished in the manner prescribed by 
the commander of the combat theatre. 
a he provisions of Chapter I, of this title 
and this chapter apply to procurement 
in oversea areas for Government and Re- 
l-ef in Occupied Areas (GARIOA) 
chargeable to annual appropriations for 
auch purposes. 

<b) Ail redelegations of authority as 
v ell as withdrawals or rescissions thereof 
will be made in writing over the personal 


signature and title*of the person vested 
with the authority. Delegations and re¬ 
delegations will be made to official posi¬ 
tions and not to Individuals by name, ex¬ 
cept In the case of designations of con¬ 
tracting officers and representatives of 
contracting officers. 

(c) Delegations of authority do not af¬ 
fect the authority of the delegator to ex¬ 
ercise any of the authority delegated or 
to issue Instructions concerning the ex¬ 
ercise of such authority. 

(d) Authorities delegated by the Di¬ 
rector of Procurement and Production. 
Hq AMC. may not be redelegated except 
as expressly provided in individual 
authorizations. 

<e> Delegations of authority to air 
attaches may be exercised only by air 
attaches on duty in foreign countries. 
Delegations of authority to chiefs of AF 
foreign missions or chiefs of AF sections 
of joint military missions may be exer¬ 
cised only whfn the missions are not 
operating under the Jurisdiction of an 
oversea command. 

(f) Procurement authorities vested in 
commanders, major oir commands are 
likewise vested in the Commander, Mili¬ 
tary Air Transport Service. Procure¬ 
ment authorities vested in commanders, 
oversea commands are likewise vested in 
the Commander, Military Air Transport 
Service, with respect to areas outside the 
continental United States and not 
within the jurisdiction of a major air 
command. 

<8> The term “oversea commands** 
Includes major air commands located In 
Territories and possessions of the United 
States as well as those In foreign coun¬ 
tries. 

<li) In the absence of a person oc¬ 
cupying a position to which authority 
has been delegated, the authority may 
be exercised by the person who is oc¬ 
cupying the position in an “acting" 
capacity. "Absence** refers to absence 
from the Installation on leave or tempo¬ 
rary duty travel. In cases of extreme 
emergency, “absence'* may be construed 
to mean absence from the office regard¬ 
less of whereabouts, except approval of 
contracts or redelegations of authority 
which must be accomplished by the per¬ 
son occupying the position to which au¬ 
thority has been delegated. 

<i> Approval of awards and manual 
approval of contracts authorized by delc- 
gatloas of authority will be made In per¬ 
son by the individual occupying the posi¬ 
tion to which the authority has been 
delegated. Execution of such approval 
by one Individual for. or over the signa¬ 
ture of, another is unauthorized. Per¬ 
sons serving in an acting capacity will 
execute authority, as delegated, over 
their own name as acting chief, deputy 
chief, etc. Awards and contractual In¬ 
struments in excess of the contracting 
officer’s authority which require approval 
by higher authority will be reviewed by 
competent persons prior to manual 
approval. 

<J) In the exercise of delegated au¬ 
thority. a person may ratify the act of 
another which, when done and when 
ratified, the person might have himself 
done and which, when done, the other 
might have been authorized to da 
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Not*: The authority delegated to con¬ 
tracting officer* generally does not Include 
authority to redelegate. Therefore there is. 
a* a general rule, no authority In contracting 
officers to ratify unauthorised acts of others. 

(k) Authority to make awards ond 
execute or approve contracts applies 
only when such documents include all 
prescribed clauses approved for use by 
Director of Procurement and Produc¬ 
tion, Hq AMC. or higher authority. 

(l) When contracting authority Is 
limited as to dollar amount, the limita¬ 
tion includes; 

(1) Any contractual instrument ini¬ 
tially involving a sum in excess of the 
dollar limitation considering the aggre¬ 
gate of obligated and committed funds. 

(2) Contracts firmly negotiated for 
the total cost of the program, as stated 
therein, but which are funded for less 
than the total cost of the program as 
firmly negotiated. 

(3) Call and requirement contracts, 
even though no funds are committed or 
obligated thereby, provided the esti¬ 
mated aggregate amount for which calls 
or delivery orders may be issued there¬ 
under exceeds the dollar limitation. 
Such contracts are required to Include 
on their face os an administrative recital 
a bona fide estimate of such aggregate 
amount. 

(4) Any contractual instrument in ex¬ 
cess of the dollar limitation that in¬ 
creases the allotment of funds for reim¬ 
bursement under a cost-reimbursement 
or tirae-ond-matcrials type of contract. 

(5) Any contractual instrument, re¬ 
gardless of total contract consideration, 
which accomplishes a change that would 
increase the cost to the Government by 
more than the dollar limitation were 
there not offsetting credits provided in 
the same contractual instrument. Re¬ 
quirements aggregating more than the 
dollar amount of the contracting author¬ 
ity delegated will not be broken down 
Into more than one purchase transaction 
for the purpose of avoiding authority 
limitations. 

(m) When contracting authority is 
limited as to dollar amount, the limita¬ 
tion does not include: 

(1) Contractual instruments provid¬ 
ing for Increases In fund commitments 
for engineering changes or provisioning 
document actions. 

(2) Contractual instruments increas¬ 
ing fund obligations under partially 
funded contracts (see paragraph (1) (2) 
of this section) when not exceeding the 
firmly negotiated total cost of the pro¬ 
gram as stated in the prime contract. 

(3) Contractual instruments obligat¬ 
ing funds covering calls issued under 
terms of call or requirements contracts. 

<n> Authorities vested In chiefs of 
AF foreign missions are likewise vested 
in AF sections of joint military missions. 

8 1001.454 Authority to designate con¬ 
tracting officers and representatives 
thereof, (a) Contracting officers, as de¬ 
fined in 4 1.201-5 of this title, will bo 
those designated by the persons listed in 
this section, or by persons who are au¬ 
thorized in writing by the persons listed 
in this section to designate contracting 
officers within the meaning of that term 
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as used throughout Chapter I of this title 
and this chapter. 

(1) Secretary of the Air Force. 

(2) Chief of 8taff. USAF. 

(3) Vice Chief of Staff. 

<4* Deputy Chief of Staff. Materiel. 

(5) Director of Procurement and Pro¬ 
duction. Office of the Deputy Chief of 
Staff, Materiel. 

<6> Sole head of a procuring activity 
(Commander. AMC). 

<b> The authority of the Commander, 
AMC. with respect to designating con¬ 
tracting officers and representatives of 
contracting officers, as set forth in 
11.401 of this title and paragraph (at of 
this section, has been delegated to the 
Director of Procurement and Produc¬ 
tion. Hq AMC. with power of rede lega¬ 
tion. Authority to designate Includes 
authority to terminate designations. 

(c) The authority referred to in para¬ 
graph (b) of this section has been re¬ 
delegated by the Director of Procure¬ 
ment and Production. Hq AMC, to the 
officials listed in this paragraph. Except 
as specified, exercise of the authority Is 
limited to the designation of persons 
under the jurisdiction of the designating 
authority. 

(1) Commanders of major air com¬ 
mands with power of rcdelegation not 
below the level of a staff officer respon¬ 
sible for procurement within the head¬ 
quarters of the first echelon of com¬ 
mand immediately subordinate to the 
major air command. 

(2) Air attaches and chiefs of AF for¬ 
eign missions. 

(3) Commander. ARDC, with respect 
to research and development procure¬ 
ment, with power of redelegation. 

(4) Commanders and deputy com¬ 
manders of air materiel areas who may 
also designate persons not under the 
jurisdiction of the designating authority, 
including persons under the jurisdiction 
of other AP commands, as representa¬ 
tives of contracting officers. 

(5> Commanders and deputy com¬ 
manders of AF depots. 

(6) Commanders of separate AMC ac¬ 
tivities under the direct jurisdiction of 
the Commander. AMC. 

(7) Deputy Director/'Procurement and 
Assistant Deputy Director/Procurement. 
Hq AMC. who may also designate as con¬ 
tracting officers, persons assigned to any 
Hq AMC activity, and as representatives 
of contracting officers, persons not under 
the jurisdiction of the designated au¬ 
thority. including persons under the 
Jurisdiction of other AP commands. 

(8) I Reserved. I 

(9) Deputy Diroctor/Ballistlc Missiles. 
Hq AMC. who may also designate persons 
not under his jurisdiction as represent¬ 
atives of contracting officers. Further 
redelegation may be made to the Assis¬ 
tant Deputy Director/Ballistic Missiles. 

tlO) Director. Air Force Academy Con¬ 
struction Agency, who may also designate 
persons not under his Jurisdiction as rep¬ 
resentatives of contracting officers. 

(11 > Chief. Electronics Defense Sys¬ 
tems Division, who may also designate 
persons not under his jurisdiction as 
representatives of contracting officers. 
Further redelegation may be made to the 
Deputy Chief, Electronics Defense Sys¬ 
tems Division. 
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Cl2) Commander And Deputy Com¬ 
mander. Air Materiel Force, Pacific Area 
(AMFPA), who may also designate per¬ 
sons under the jurisdiction of other AF 
commands as representatives of con¬ 
tracting officers. Further redelegation 
may be made to commanders of first 
echelons of command immediately sub¬ 
ordinate to AMFPA. 

(13) Commander and Deputy Com¬ 
mander, Air Materiel Force. European 
Area (AMFEA), who may also designate 
persons under the jurisdiction of other 
AF commands as representatives of con¬ 
tracting officers. Further redelegation 
may be made to commanders of first 
echelons of command immediately sub¬ 
ordinate to AMFEA. 

5 1001.455 General procurement au¬ 
thority . The delegation described in 
this section Is a general one. and all 
other existing or future delegations* 
regulations, or directives Issued by com¬ 
petent authority, to the extent to which 
they would, expressly or by reasonable 
implication, limit the scope of or impose 
conditions or restrictions upon the exer¬ 
cise of the general authorities set forth 
in this section, will be controlling over it. 

(a) The Commander, AMC, has dele¬ 
gated. with power of redelegation. to the: 
Director and Deputy Director of Pro¬ 
curement and Production, Hq AMC, and 
Deputy Director/Procurement and As¬ 
sistant Deputy Director/Procurement, 
Hq AMC. the authority to act for the 
Secretary of the Air Force or the As¬ 
sistant Secretary of the Air Force (Mate¬ 
riel) in the following particulars: 

(1) To enter into, approve, and take 
other action in respect to contracts, 
change orders, supplemental agreements, 
awards, letter contracts, leases, amend¬ 
ments of contracts* and other contrac¬ 
tual instruments. 

(2) To make, authorize, and approve 
sales or contracts for the sale of equip¬ 
ment, supplies, and materiel. 

(3) Approve deviations from regula¬ 
tions, in respect to procurement, and 
deviations from approved forms of con¬ 
tracts; provided all deviations from 
Chapter I* of this title, this chapter, and 
Air Force Procurement Circulars will be 
effected in the manner provided in Sub- 
part A of this part, as it may from time 
to tune be amended or supplemented. 

<b> There is specifically excepted from 
the delegation described above all au¬ 
thority to take action under Title n of 
the First War Powers Act of 1941, as 
amended (50 U. 8. C. App. 611). and to 
take any nondelegable action required 
by statute to be taken by the Secretary 
of the Air Force, such as the making of 
findings and exceptions under the Buy 
American Act (41 U. S. C. 10a-d>, the 
granting o l waivers under the Miller Act 
(40 U. 8. C. 270a-e)* the approval of 
contracts made pursuant to Section 15 
of Public Law 600. 79th Congress (5 
U. a C. 55a) and Section 601 of the 
Department of Defense Appropriation 
Act. 1956 (70 Stat. 466) (and similar 
provisions in subsequent Appropriation 
Ads), the making of the determinations 
required by Section 630 of the Depart¬ 
ment of Defense Appropriation Act, 1956 
(70 Stat 472) (and similar provisions in 
subsequent acts), the authorization of 


leases pursuant to Section 1 of Public 
Law 364. 80th Congress, as amended (5 
U. S. C. 626s-3>. and the making of those 
findings and determinations under the 
Armed Sen-ices Procurement Act of 1947, 
as amended (41 U. S. C. 151-161) therein 
stated to be nondelegable, and the tak¬ 
ing of the nondelegable action, required 
to be taken by the Secretary of the Air 
Force, according to Subpart C, Part 3, 
Chapter I, of title and Subpart C. Part 
1003, of this chapter, as they may from 
time to time be amended or supple¬ 
mented, or Air Force Procurement Cir¬ 
culars modifying the same. The leasing 
authority conferred on the Secretary of 
the Air Force by Public Law 130. 83rd 
Congress, as amended (50 U. S. C. App. 
1173), is not delegated. 

§ 1001.456 Authorities of the sole 
tr hcad of a procuring activity ” (a) The 

Director of Procurement and Produc¬ 
tion. Hq AMC. has been authorized by 
the Commander. AMC. to issue delega¬ 
tions of the redelegable authorities that 
are vested in the Commander. AMC. as 
sole “head of a procuring activity. M Any 
such delegations issued to oversea com¬ 
mands, air attaches, and foreign mis¬ 
sions will be Issued “by direction of the 
Commander, AMC/' 

(b) The Director of Procurement and 
Production, Hq AMC. has delegated to 
the persons listed in this section all re- 
delegable powers vested in the head of a 
procuring activity by Chapter I of this 
title except as noted. 

(1) Commanders of major air com¬ 
mands with power of rcdelegation not 
below the level of a staff officer respon¬ 
sible for procurement within the head¬ 
quarters of the first echelon of command 
immediately subordinate to the major air 
command. However, the powers set 
forth in $3 3.303. 4.205-3 and 7.103-12 of 
this title were withheld from the com¬ 
manders of major air commands located 
within the United States, its Territories, 
and possessions, and the powers set forth 
in 33 3.303 and 4.205-3 of this title 
were withheld from commanders of over¬ 
sea commands located outside the Terri¬ 
tories and possessions of the United 
States. 

(2) Air attaches and chiefs of AF for¬ 
eign missions. However, the powers set 
forth in 13 3 303 and 4.205-3 of this title 
w-crc withheld. 

3 1001.457 Authority to enter into . ex¬ 
ecute and approve contracts, (a) The 
authority to enter into, manually execute 
or approve contracts has been delegated 
by the Director of Procurement and Pro¬ 
duction, Hq AMC, to the persons listed 
in this section. Awards made and con¬ 
tracts executed in excess of dollar limi¬ 
tations shown herein require approval of 
higher authority. If the use of a letter 
contract has been properly authorized 
pursuant to I 1003.405-3. the letter con¬ 
tract may be executed without regard to 
any dollar limitations set forth in this 
section. 

(1) Contracting officers of major air 
commands within the continental United 
States (except Air Materiel Command). 
Authority is limited to making awards 
and executing contracts invplving $100.- 
000 or less. Commanders of major air 
commands may further limit the author- 
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ity, provided such limitations arc made 
uniform throughout the command. 
Commanders of major air commands 
have been authorized to make awards 
and manually approve contracts Involv¬ 
ing $100,000 or less. Commanders may 
delegate authority to manually approve 
certain contracts not below the level of 
a staff officer responsible for procure¬ 
ment within the headquarters of the first 
echelon of command immediately sub¬ 
ordinate to the major air command. 

(2) Commanders of oversea com¬ 
mands. May authorize contracting of¬ 
ficers. designated by them, to make 
awards and execute contracts involving 
$100,000 or less. Authority to manually 
approve contracts may be redelegated 
not below the level of a staff officer re¬ 
sponsible for procurement within the 
headquarters of the first echelon of com¬ 
mand immediately subordinate to the 
major air command. 

(3> Air attaches and chiefs of AF for¬ 
eign missions. May authorize contract¬ 
ing officers, designated by them, to make 
awards and execute contracts involving 
$100,000 or less. 

<4> AMC field procurement activities: 

<l> Contracting officers of AMC field 
procurement activities. Authority is lim¬ 
ited to making awards and executing 
contracts involving $20,000 or less, except 
that production lists or calls under open 
contracts may be issued (through ad¬ 
ministrative contracting officer i to con¬ 
tractors irrespective of estimated dollar 
amount. AMA and AF depot command¬ 
ers or directors of procurement and pro¬ 
duction may further limit the authority. 
AMA and AF depot commanders have 
been authorized to make awards and 
manually approve contracts involving 
$350,000 or less, with power of redele- 
gatlon to directors of procurement and 
production. AMA commanders may also 
redelegate procurement authority to a 
director of a USAF Logistical Control 
Terminal for amounts of * 100.000 or less. 

(U> Administrative contracting offi¬ 
cers. Authority is limited to: <a> Exe¬ 
cuting documents establishing prices of 
calls against open contracts after review 
and approval. (b> accomplishing initial 
pricing and price redeterminations, (c) 
obligating funds previously committed 
(but not obligated) in the basic contract, 
or in other contractual documents sup¬ 
plementary thereto approved by the des¬ 
ignated approving authority, for support 
items or for other items subject to pro¬ 
visioning action based on the submis¬ 
sion of approved provisioning orders. 
Irrespective of total amount, or for con¬ 
tingent items or services based on ap¬ 
proved written document(s). work or- 
der(s) or invoiced) irrespective of total 
amount. (d> obligating funds previously 
committed whenever additional funds 
must be obligated as a result of price 
^determination negotiations conducted 
by ACO’s and reviewed as set forth in 
this subdivision. AMA commanders or 
their directors of procurement may 
further limit this authority. 

<6> Local purchase contracting offi¬ 
cers of separate AMC Installations (ex¬ 
cludes AMC field procurement activities. 
AMPPA and AMFEA) under the direct 
Jurisdiction of the Commander. AMC. 


Authority is limited to making awards 
and executing contracts involving 
$30,000 or less. Commanders of the in¬ 
stallations have been authorized to make 
awards and manually approve contracts 
Involving $100,000 or less. 

(7> Commander, ARDC. with respect 
to research and development contract¬ 
ing matters (excludes local purchase) 
Including authority to: (1) waive bid. 
payment, performance, or other bonds 
(other than for construction), and (U) 
administer patent matters incident to 
R&D contracts. The authority may be 
redelegated. A copy of all redclegations 
by the Commander. ARDC. of any of his 
research and development procurement 
authorities will be furnished to the 
Commander. AMC. attn: MCPPA. 
Limitations of the authority are shown 
In this subparagraph. 

(o) This authority does not apply to 
procurement initiated by Wright Air 
Development Center < WADC >. except for 
procurements of research and of arma¬ 
ment development using 650 scries funds. 
Procurements initiated by WADC for 
other than research or armament de¬ 
velopment in the 650 series 'primarily 
development of experimental aircraft 
and aeronautical items) will be accom¬ 
plished by W ADC's preparing and for¬ 
warding a purchase request to Deputy 
Director/Procurement, Hq AMC. for 
necessary procurement action. Reas¬ 
signments from WADC to any other 
component of ARDC of other-than-rc- 
search responsibilities that involve pro¬ 
curement actions will be subject to prior 
coordination with the Director of Pro¬ 
curement and Production. Hq AMC. 

(b> Contracts. Involving more than 
$250,000. for research are subject to re¬ 
view by the Office of the Procurement 
Committee (MCPC). Directorate of Pro¬ 
curement and Production, Hq AMC. 
before manual approval by an official 
duly authorized by the Commander. 
ARDC. 

(c) Contracts, involving more than 
$250,000 for other than research are 
subject to review’ by MCPC. Hq AMC. 
and manual approval by an official duly 
authorized by the Director of Procure¬ 
ment and Production, Hq AMC. 

(8) Deputy Director/Procuremcnt and 
Assistant Deputy Director/Procuremcnt. 
Hq AMC. Normally the authority will 
be exercised with respect to manually 
approving contracts. Involving less than 
$1,000,000. that are subject to manual 
approval of a duly authorized official of 
the Directorate of Procurement and Pro¬ 
duction. Hq AMC. because of limitations 
on delegated authority. Such contracts 
involving more than $1,000,000 are nor¬ 
mally approved by the Director of Pro¬ 
curement and Production, Hq AMC. but 
may be approved by the Deputy Direc¬ 
tor/Procurement in the absence of the 
Director and Deputy Director of Pro¬ 
curement and Production. For the pur¬ 
poses of the dollar limitations in this 
subparagraph, acquisition cost of any 
industrial facilities to be furnished un¬ 
der a facilities contract will be added to 
the amount of funds being obligated on 
that contract. 

(9) Procuring contracting officers of 
the Directorate of Procurement and 
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Production. Hq AMC. Authority is lim¬ 
ited to making awards and executing 
contracts involving $350,000 or less. 

(10) Chiefs and deputy chiefs of buy¬ 
ing divisions within the Directorate of 
Procurement and Production, Hq AMC. 
Authority is limited to the manual ap¬ 
proval of supplemental agreements for 
engineering changes. This authority 
may be used in conjunction with other 
contractual actions which in themselves 
in the aggregate do not exceed the dele¬ 
gated dollar limitation without further 
approval. 

(ID Deputy Director.Ballistic Mis¬ 
siles, Hq AMC. Authority is limited to 
making awards and approving contracts 
involving $350,000 or less. Rcdelcgation 
may be made to contracting officers des¬ 
ignated by him. Contracts in excess of 
$350,000 will be subject to manual ap¬ 
proval by duly authorized approving of¬ 
ficials of the Directorate of Procurement 
and Production. Hq AMC. Further re- 
delegation may be made to the Assistant 
Deputy Director/Ballistic Missiles. 

(12) Director. Air Force Academy 
Construction Agency. Make awards and 
manually approve contracts and modifi¬ 
cations thereto for supplies and services 
involving $350,000 or less. Contracts In 
excess of $350,000 will be subject to 
manual approval by duly authorized 
approving officials of the Directorate of 
Procurement and Production. Hq AMC. 
Contracting officers of the Air Force 
Academy Construction Agency arc au¬ 
thorized to make aw r ards and manually 
execute contracts and modifications 
thereto involving $30,000 or less, without 
approval of higher authority, subject to 
such limitations as may be imposed by 
the Director, Air Force Academy Con¬ 
struction Agency. 

(13) Chief, Electronics Defense Sys¬ 
tems Division. Make awards and man¬ 
ually approve contracts and modifica¬ 
tions thereto for supplies and services 
involving $330,000 or less. Contracts In 
excess of $350,000 will be subject to 
manual approval by duly authorized ap¬ 
proving officials of the Directorate of 
Procurement and Production. Hq AMC. 
Contracting officers of the Electronics 
Defense Systems Division arc authorized 
to make awards and manually execute 
contracts and modifications thereto in¬ 
volving $30,000 or less, without approval 
of higher authority, subject to such limi¬ 
tations as may be imposed by the Chief, 
Electronics Defense Systems Division. 
Further redelegation may be made to the 
Deputy Chief, Electronics Defense Sys¬ 
tems Division. 

<14» Commander and Deputy Com¬ 
mander. Air Materiel Force. Pacific Area 
(AMPPA), with power of rcdelcgation to 
not below the level of a staff officer re¬ 
sponsible for procurement within the 
headquarters of the first echelon of 
command immediately subordinate to 
AMPPA. Contracting officers under the 
jurisdiction of AMFPA may be author¬ 
ized to make awards and execute con¬ 
tracts involving $100,000 or less. 

(15) Commander and Deputy Com¬ 
mander. Air Materiel Force, European 
Area (AMFEA), for amounts of $350,000 
or less, with power of redelegation to not 
below the level of a staff officer respon- 
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slbl t for procurement within the head¬ 
quarters of the first echelon of command 
immediately subordinate to AMFEA. 
Contracting officers, under the Jurisdic¬ 
tion of AMFEA. may be authorized to 
make awards and execute contracts in¬ 
volving $100,000 or less. 

5 1001.458 Manual approval of con¬ 
tracts for services of experts and con¬ 
sultants. (a) Prior approval in the form 
of findings and determinations person¬ 
ally signed by the Secretary are re¬ 
quired for contracts for the services of 
experts and consultants entered into by 
authority of section 15 (60 Slat. 810; 
5 U. S. C. 55a >, and the current imple¬ 
menting appropriation acts. If the Sec¬ 
retary has made the necessary findings 
required by law. he may direct others to 
manually approve contracts for such 
services. In his findings and determi¬ 
nations made in support of the contracts, 
the Secretary generally Includes a state¬ 
ment that, by his direction, the con¬ 
tracts will be approved by the Com¬ 
mander. AMC, or his designee. 

<b) Except for the particular classes 
covered in 1001.459 and 1001.467, con¬ 
tracts described in this section may be 
approved by the following persons pur¬ 
suant to designations by the Com¬ 
mander, AMC; 

(1) Director and Deputy Director of 
Procurement and Production. Hq AMC. 

(2) Deputy Director/Procurement and 
Assistant Deputy Director/Procurement. 
Hq AMC. 

(3) Commander. ARDC, or his des¬ 
ignee for contracts entered into by 
ARDC. Designees of the Commander. 
ARDC. may not be other than a staff 
officer responsible for procurement 
within Hq ARDC, or within the head¬ 
quarters of the first echelon of com¬ 
mand immediately subordinate thereto. 

I 1001.459 Manual approval of archi¬ 
tect-engineer contracts, (a) Tho Com¬ 
mander. AMC. has been authorized to 
review and approve contracts Involving 
$1,000,000 or less for architectural or 
engineering services when findings and 
determinations authorizing such con¬ 
tracts have been made by the Secretary. 

<b> The authority described in para¬ 
graph <a> of this section has been dele¬ 
gated by the Commander. AMC. to the 
Director of Procurement and Production. 
Hq AMC. who has further delegated the 
authority, subject to limitations shown, 
to the following: 

<1> Commanders of AP commands 
outside the continental United States for 
contracts involving $1,000,000 or less, 
with power of redelegation to the vice 
commander and a command staff officer 
responsible for procurement. Comman¬ 
ders. vice commanders, and command 
staff officers responsible for procurement 
may further redelegate this authority to 
the commander of any AF base under 
their jurisdiction for contracts involving 
$5,000 or less. 

(2i Commanders of AF commands 
within the continental United States, 
with power of redelegation to the vice 
commander and a commnnd staff officer 
responsible for procurement for: (1> con¬ 
tracts involving $500.0C0 or less that are 
authorized by an individual findings and 
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determination, and <ti) contracts involv¬ 
ing $100,000 or less that are authorized 
by a blanket findings and determination. 
Commanders, vice commanders, and 
command staff officers responsible for 
procurement may further redelegate this 
authority to the commander of any AF 
base under their jurisdiction for con¬ 
tracts involving $5,000 or less. 

<31 Commander, Air Materiel Force, 
Pacific Area, for contracts involving 
$5,000 or less. 

(4) Commander. Air Materiel Force, 
European Area, for contracts Involving 
$5,000 or less. 

<5) Commanders of air materiel areas 
'includes commanders of oversea AMA’s 
under the jurisdiction of AMFPA and 
AMFEA) and AF depots for contracts in¬ 
volving $5,000 or less. 

(6) Commander, Wright-Patterson 
Air Force Bose, for contracts involving 
$5,000 or less. 

4 1001.460 Priorities authority—bal¬ 
listic missiles program, (a) The Com¬ 
mander, AMC, has been delegated 
authority with respect to the Ballistic 
Missiles Program (ICBM/IRBM) as de¬ 
scribed in this section. The authority 
is to be exercised within the limits of 
such allocation determinations or other 
quantitative restrictions as may be estab¬ 
lished from time to time by proper au¬ 
thority (see § 1.308 of this title). Each 
person who redelcgates the authority will 
maintain a record of such redelegations 
and limits placed thereon. 

(II Authority to authorize production 
and construction schedules and to make 
allotments of controlled materials with 
respect to contracts to meet authorized 
Ballistic Missiles programs (ICBM/ 
IRBM) for which the Department of 
Defense is claimant agency. 

(2) Authority to apply, or assign to 
others the right to apply, DX ratings 
and allotment numbers and symbols, us 
the case may be, with respect to contracts 
to meet authorized programs. 

(3) Authority to assign the right to 
apply DX ratings and allotment numbers 
to certain prime or subcontractors on 
orders for delivery of production equip¬ 
ment specifically required to support 
authorized programs. 

(4) Authority to assign the right to 
apply DX ratings and allotment numbers 
to certain contractors on orders for de¬ 
livery of construction equipment for use 
on construction outside tho Continental 
United States. 

(b) The authority has been redele¬ 
gated by the Commander, AMC. to the 
Director of Procurement and Produc¬ 
tion. Hq AMC. Further redelegation 
has been made by the Director of Pro¬ 
curement and Production, Hq AMC, as 
follows: 

(1) The authority set forth in para¬ 
graph (a) (1) of this section to the 
Chief. Industrial Resources Division, Hq 
AMC. with power of redelegation. 

(2) The authorities set forth in para¬ 
graphs <a> <2) and (3) of this section 
to and through successive echelons of 
command to all contracting officers (in¬ 
cludes procuring and administrative) of 
the Air Force. 

(3) The authority set forth in para¬ 
graph (a) (4) of this section to and 


through the Deputy Director/Ballistic 
Missiles. Hq AMC. and division chiefs of 
the Directorate of Procurement and Pro¬ 
duction. Hq AMC. to contracting officers 
under their Jurisdiction. 

(c) The use of DX. as a program rat¬ 
ing device, has been authorized for 
making the necessary adjustments so 
that suppliers can meet required deliv¬ 
ery dates. It is mandatory when as¬ 
signing a DX rating that the following 
is complied with: 

(1) Required delivery dates are spe¬ 
cific. and are no earlier than necessary 
to the performance of the master pro¬ 
gram schedule. This policy will be re¬ 
flected in programming activities as well 
as in contracts. 

(2> The higher priority of the DX 
rating is not compromised by specifying 
delivery dates that are unrealistic or 
provide unnecessarily short lead times. 
The value of the DX rating is to be 
guarded for its real effect, making it pas¬ 
sible to telescope those parts of the pro¬ 
gram where progress towards an earner 
success can thereby be advanced. 

(3) The DX rating is not a substitute 
for the best possible advance scheduling 
or for prompt procurement actions. 

(4) It is not to be used as a bottleneck 
breaking device after trouble occurs, but 
at once, to prevent delays in the delivery 
of material and equipment. 

g 1001.461 Contracts for public utility 
services extending beyond current fiscal 
year . <a> The Commander. AMC, has 

been authorized to enter Into contracts 
for public utility services (power, gas, 
water but not communication services) 
for periods extending beyond the current 
fiscal year but not exceeding 10 years, 
under one or more of the following cir¬ 
cumstances: 

(1) Where there Are obtained lower 
rates, larger discounts, or more favorable 
conditions of service than those available 
under contracts the firm term of which 
would not extend beyond a current fiscal 
year. 

(2) Where connection or special fa¬ 
cility charges payable under contracts 
the firm term of which would not extend 
beyond a current fiscal year are elimi¬ 
nated or reduced. 

(3) The utility refuses to render the 
desired service except under a contract 
the firm term of which extends beyond 
a current fiscal year. The authority will 
be exercised according to the applicable 
provisions of the "Statement of Areas of 
Understanding Between the Department 
of Defense and General Services Admin¬ 
istration-Procurement of Utility Serv¬ 
ice*". 

<b> The authority described in para¬ 
graph (a) of this section has been dele¬ 
gated by the Commander. AMC. to the 
Director and Deputy Director of Procure¬ 
ment and Production, Hq AMC, and to 
the Deputy Director/Procurement and 
the Assistant Deputy Director/Procure¬ 
ment, Hq AMC. 

i 1001.463 Assignment of DO ratings 
and allotment of controlled materials . 
(a) The Commander, AMC. has bceu 
delegated the authority described in this 
section, except to the extent that such 
authority has been otherwise delegated 
with respect to housing construction 
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programs authorized under Public Low 
211 (81st Congress), as amended (63 
Slat, 570: 12 U. S. C. 1748). and construc¬ 
tion programs of the National Guard 
Bureau* Air Force Division. The au¬ 
thority Is to be exercised within the 
limits of such allocation determinations 
or other quantitative restrictions as may 
be established from time to time by 
proper authority. Each person who re- 
delegates the authority will maintain a 
record of such redelegations and the 
limits placed thereon. 

(1) Authority to authorize production 
and construction schedules and to make 
allotments of controlled materials with 
respect to contracts to meet authorized 
programs for which the Deportment of 
Defense is claimant agency and to meet 
such other programs as may be desig¬ 
nated. 

<2> Authority to apply, or assign to 
others the right to apply. DO ratings and 
allotment numbers and symbols as the 
case may be. with respect to contracts to 
meet authorized programs. 

(3) Authority to assign the right to 
apply DO ratings and allotment num¬ 
bers to certain prime or subcontractors 
on orders for delivery of production 
equipment specifically required to sup¬ 
port authorized programs. 

<4> Authority to assign the right to 
apply DO ratings and allotment num¬ 
bers to certain contractors on orders for 
delivery of construction equipment for 
use on construction outside the conti¬ 
nental United States. 

ib) The authority has been delegated 
by the Commander. AMC. to the Director 
of Procurement and Production. Hq 
AMC. Further delegation has been 
made by the Director of Procurement 
and Production. Hq AMC. as follows: 

<1> The authority set forth in para¬ 
graph (a) (1) of this section to the 
Chief, Industrial Resources Division, Hq 
AMC, with power of redelegation. 

(2) The authorities set forth in para¬ 
graph (a) (2) and t3) of this section 
and to and through successive echelons 
of command to ail contracting officers 
(includes procuring and administrative) 
of the Air Force. 

(3) The authority set forth In para¬ 
graph (a) (4) of this section to and 
through division chiefs to contracting 
officers of the Directorate of Procure¬ 
ment and Production. Hq AMC. 

1 1001.464 Delegation to commander . 
oir training command . In addition to 
the authorities delegated to him as a 
commander of a major air command, the 
Commander. ATC. has been authorized 
by the Director of Procurement and Pro¬ 
duction. Hq AMC. to exercise the author¬ 
ities described in this section. The au¬ 
thorities may be exercised only with 
respect to negotiated contracts for pro¬ 
curement of services. The responsibility 
for administration of contracts entered 
into by virtue of these authorities will 
be assigned to the appropriate AMA of 
the Air Materiel Command. 

(a> Authority to execute findings and 
determinations in support of cost or cost- 
ptus-n-flxcd-fee-type contracts, provided 
facts have been obtained which establish 
that: 
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(1) Such method of contracting is 
likely to be less costly than other meth¬ 
ods, or 

(2) It is impracticable to secure serv¬ 
ices of the kind or quality required with¬ 
out the use of such type of contract. 

The authority may be redelegated only 
to the staff officer responsible for pro¬ 
curement within Hq ATC. provided fur¬ 
ther that the authority may not be ex¬ 
ercised by any person who is or will be 
the contracting officer for the procure¬ 
ments Involved. 

(b> Authority to authorize ATC con¬ 
tracting officers to enter into contracts 
containing any of the price redetermi- 
nation clauses, provided facts have been 
obtained which establish that: 

(1) It Is impractical to secure services 
of the kind or quality required without 
the use of such a price redetermination 
clause. 

(2) The conditions for use of the price 
redetermlnaUon clauses have been satis¬ 
fied. The authority may be redelegated 
only to the staff officer responsible for 
procurement within Hq ATC. 

<c) Authority to authorize ATC con¬ 
tracting officers to enter into master bail¬ 
ment agreements, bailment agreement, 
and amendments thereto for the loaning 
of Government property to AF contrac¬ 
tors for some specific purpose in connec¬ 
tion with AF contracts when it has been 
determined that: 

(1) The bailment is necessary in the 
interest of the national defense. 

(2) It will not adversely affect the 
competitive aspect of procurement. 

(3) The property is not available to 
the contractor in the open market within 
the time requirements of the Air Force. 

The authority may be redelegated not 
below the level of a staff officer respon¬ 
sible for procurement in the first echelon 
of command immediately subordinate to 
Hq ATC. 

4 1001.465 Release of program data 
and procurement information . (a) In¬ 

formation concerning proposed procure¬ 
ment and purchases of supplies, includ¬ 
ing construction and maintenance proj¬ 
ects. will not be released prior to the is¬ 
suance of invitation for bids or requests 
for quotations. In the preparation of 
work projects estimates, local contractors 
often render invaluable aid to AF base 
personnel In supplying information con¬ 
cerning local wage rates, material costs, 
etc. The Air Force does not intend that 
such contacts be curtailed; however, pre¬ 
liminary or approved project estimates 
will not be discussed with prospective 
contractors or made a matter of public 
knowledge (except as provided in 
4 1002.407 (f) of this chapter) until after 
an award has been made, whether the 
contract is advertised or negotiated. 

«b> The Deputy Chief of Staff. Mate¬ 
riel. Hq USAF and the Commander. 
AMC, are authorized to release approved 
programming data when essential to 
prospective bidders, subbidders, contrac¬ 
tors, or subcontractors in planning long- 
range production requirements or for 
insuring timely availability of their field 
engineers and technical representatives. 
The authority granted herein may be re¬ 
delegated. Bidders, subbidders, contrac¬ 
tors, or subcontractors requiring classi- 
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fled programming data must be properly 
cleared. 

(c) All AF military and civilian per¬ 
sonnel will refrain from releasing to in¬ 
dividual business concerns or their rep¬ 
resentatives any preknowledge that such 
personnel may possess concerning pro¬ 
posed procurements or purchases of sup¬ 
plies (including construction or mainte¬ 
nance projects) by any AF procuring ac¬ 
tivity. Such information will be released 
to all potential contractors at the same 
time, as nearly as possible, and only 
through duly designated agencies so that 
one potential contractor may not be 
given an unfair advantage over another. 
All dissemination of such information 
will be according to existing authorized 
procedures and only in connection with 
the necessary and proper discharge of 
official duties. 

5 1001.466 Participation by airlines 
representatives in flights of commer - 
dally adaptable USAF aircraft (a) The 
Commander. AMC. has been delegated 
authority to act on requests of contrac¬ 
tors to permit participation by repre¬ 
sentatives of domestic or foreign com¬ 
mercial airlines, for demonstration pur¬ 
poses. in nights of commercially adapt¬ 
able USAF aircraft, provided: 

(1) No classified military information 
is revealed or discussed. 

<2> Adequate measures are taken to 
indemnify the Government against any 
liability to personnel to whom the air¬ 
craft is being demonstrated. 

(3) The proposed demonstration be 
limited to normal production test nights 
conducted by the contractor’s test pilots 
In connection with contract performance 
prior to acceptance of the aircraft by 
the Government. 

(4) No additional cost will accrue to 
the Government because of the demon¬ 
stration. 

(b) The authority described in para¬ 
graph (a) of this section has been dele¬ 
gated by the Commander, AMC. to the 
Director and Deputy Director of Procure¬ 
ment and Production, Hq AMC. without 
power of redclegation. The authority 
will be ekercised on an Individual basis 
only on requests of contractors that are 
submitted in writing through the AF rep¬ 
resentative responsible for local admin¬ 
istration of the production contract. 

4 1001.467 Manual approval of con¬ 
tracts for persojwl services for air photo¬ 
graphic and charting service . ta> 
Blanket findings and determination by 
the Assistant Secretary of the Air Force, 
July 11, 1956. reads as follows; 

I hereby ftnd that: 

a. The responsibility of the Air Photo¬ 
graphic and Charting Service, for the pro¬ 
duction of Air Force motion pictures, re** 
quires that that organisation be able to 
employ actor*, narrators, writers, and other 
professional technical personnel for short 
intermittent periods of time in order to 
accompllah economic and efficient operations. 

b. The type of personal involved and the 
abort intermittent periods of time involved 
make it impracticable and uneconomical for 
thla type of personnel to be placed on per¬ 
manent Civil Service status. 

c. The authority to utilise the referenced 
personnel, at the time required without 
delay in production schedules. U essential. 
Pursuant to Section 15 of the act approved 




1300 

► 

August 2. 1M8 (Public Law COO. 79th Con¬ 
gress) and Section 601 or Public Law 639. 
84th Congress. I find and determine that 
the catsUng facilities of the Air Force are 
inadequate and that It will be advantageous 
to the national defense to employ actors, 
narrators, writers, and other professional 
technical personnel In the production of mo¬ 
tion pictures for the Air Force. 

I hereby authorize the Commander. Air 
Materiel Command, and such other officers 
and individuals as he may designate, to 
employ by contract, actors, narrators, writers, 
translators, and other professional and tech¬ 
nical personnel as may be necessary in the 
production of motion pictures without ref¬ 
erence to Civil Service or Classification Laws, 
at the following rates of compensation: 

Acting Tai^mt (Nonsvcaktng Pasts— 625 not 

Day) (Speaking Pasts— $50 not Day) 

Male leads. 

Female leads. 

Character part. 

Aged 

Juvenile, 

Child. 

Infants. 

Atmosphere pt*. *..... 

Stunt men (635 per day, flat rate). 

Musical 

Composers (650 per day). 

Arrangers (650 per day). 

Conductors (650 per day). 

Musicians (640 per day). 

Translators 

Foreign languages (625 per day). 

Production Specialists 

Directors (Special) (650 per day). 

Writers (Special) (650 per day). 

Riggers ror prop effects ($35 per day). 

Narrators (#50 per Day) 

Kngllsh of various types of dialects. 

Foreign languages of various types of 
dlalecu. 

The Commander. Air Materiel Command, 
or his designee, will approve such contracts 
by my direction. 

This authorization granted will expire on 
June 30. 1957, and contracts executed pur¬ 
suant to this authority will not extend 
beyond June 30,1957. 

<b> The Commander. AMC. has desig¬ 
nated the persons listed in this para¬ 
graph to manually approve contracts, 
by direction of the Assistant Secretary 
of the Air Force, to employ actors, nar¬ 
rators, writers, translators, and other 
professional and technical personnel for 
in-service motion-picture production to 
be produced by the Air Photographic 
and Charting Service. MATO. The au¬ 
thority is subject to the conditions and 
limitations set forth in paragraph (a) 
of this section. 

(1) Director and Deputy Director of 
Procurement and Production, Hq AMC. 

(2) Deputy Director/Procurement and 
Assistant Deputy Director/Procurement. 
Hq AMC. 

<3> Chief and Deputy Chief. Air¬ 
lines. Maintenance and Service Con¬ 
tracts Division, Hq AMC. 

(4) Commander and Deputy Com¬ 
mander. Middletown AMA. 

(5> Commander and Deputy Com¬ 
mander. Oklahoma City AMA. 

(6) Commander and Deputy Com¬ 
mander, San Bernardino AMA. 

<7> Chief. New York Air Procurement 
District. 


RULES AND REGULATIONS 

(8) Chief, Chicago Air Procurement 
District. 

(9) Chief. Los Angeles Air Procure¬ 
ment District. 

9 1001.468 Execution of contracts for 
sale of spare parts to civil air carriers . 

(a) Aircraft spare parts may be fur¬ 
nished to civil air carriers on an emer¬ 
gency need basis if specific authoriza¬ 
tion is granted by the Secretary of the 
Air Force. Authorization by the Secre¬ 
tary is in the form of findings and de¬ 
terminations citing Title II of the First 
War Powers Act, as amended (55 Stat. 
839; 50 U. S. C. App. 611). The findings 
and determinations usually contain a 
statement that the commander. AMC. or 
his designee, is authorized to execute the 
necessary contract of sale. 

(b) The Commander. AMC. has des¬ 
ignated contracting officers of the air 
materiel areas to execute sales contracts, 
at his direction, when the Secretary has 
made the findings and determinations 
required by law to Justify the sale of 
aircraft spare parts to civil air carriers 
and the findings and determinations con¬ 
tained the statement described In para¬ 
graph <a> of this section. 

SUBPART I—CONTINGENT OR OTHER PEES 

5 1001.506 Representation and agree¬ 
ment required from prospective contract 
tors. Every request for proposals (RFP >, 
except as provided in 9 1.507-2 of this 
title, and every Invitation for bids (IFB) 
will contain the representation and 
agreement form prescribed by 9 1.506 of 
this title. 

$ 1001.507 Use of Standard Form 119. 
Contractors will be required to submit 
Standard Form 119 (December 1952 Ed.) 
in duplicate, when the representation 
and agreement has been answered in the 
affirmative. 

9 1001.507-1 Statement in lieu of 
form . Every request for proposal, ex¬ 
cept as provided In 9 1.507-2 of this title, 
and every invitation for bids will con¬ 
tain the following: 

If the bidder, by checking the appropriate 
box provided therefor In hla bid. has repre¬ 
sented that he haa employed or retained a 
company or person (other than a full-time 
bona fide employee working solely for the 
bidder-con tractor) to soUclt or secure this 
contract, or that he has paid or agreed to 
pay any fee, commission, percentage, or 
brokerage fee to any company or person 
contingent upon or resulting from the award 
of this contract, be may be requested My the 
contracting officer to furnish a completed 
Standard Form 119, ' Contractor's Statement 
of Contingent or Other Fees" (December 1952 
Ed ). IT a bidder has previously furnished 
a completed Standard Form 119 (December 
1952 Ed.) to the office Issuing this Invitation 
for bids (request for quotations), he may 
accompany his bid with a signed statement, 
(a) indicating when such completed form 
was previously furnished, (b) identifying by 
number the previous Invitation for bids or 
contract. If any. in connection with which 
such form was submitted, and (c) repre¬ 
senting that the statement In such form is 
applicable to thta bid. 

§ 1001.508 Enforcement. 

9 1001.508-1 Failure or refusal to fur¬ 
nish Standard Form 119. If the poten¬ 
tially successful bidder or contractor. 


upon request, and prior to award, re¬ 
fuses to furnish a completed Standard 
Form 119 or a statement in lieu thereof 
as provided in 9 1.507-1 of this title 
and 9 1000.1-507.1, determination of 
whether the bid or offer will be rejected 
will be made as follows: 

(a) At Hq AMC. by chiefs of the buy¬ 
ing divisions of the Directorate of Pro¬ 
curement and Production. 

(b) At air materiel areas and AF de¬ 
pots. by directors or deputy directors of 
procurement and production. 

(c) At local purchase activities, by 
the chief, local purchase contracting 
office. 

(d> At ARDC, by those persons des¬ 
ignated by Director of Procurement. Hq 
ARDC. 

9 1001.550 Responsibility for protect¬ 
ing information contained in completed 
Standard Forms 119. Information con¬ 
tained in the completed Standard Forms 
119 will be considered private and per¬ 
sonal. Personnel having access to this 
information will not discuss or transmit 
the information gained by them to any 
other person not entitled or authorized 
to have access to the files in which it is 
maintained. 

SUBPART F—DEBARRED. INELIGIBLE, AND 
SUSPENDED BIDDERS 

9 1001.601 Establishment and main¬ 
tenance of a list of firms or individuals 
debarred or ineligible . 

9 1001.601-1 General, (a) An official 
publication entitled "List of Debarred. 
Ineligible, and Suspended Contractors" 
will be published, maintained, and dis¬ 
tributed for the information and guid¬ 
ance of AF contracting officers and other 
concerned procurement personnel No 
firm or individual will be listed on the 
"List of Debarred. Ineligible, and Sus¬ 
pended Contractors" for causes or under 
conditions other than those set forth in 
9 1.602 of this title. 

(b) The Deputy Chief of Staff. Mate¬ 
riel <DCS/M>, Hq USAF, is the author¬ 
ized representative of the Secretary of 
the Air Force for making final determi¬ 
nations respecting Air Force debarments 
and suspensions, including modifications 
and removals. The debarment or sus¬ 
pension of a firm or individual is an 
administrative determination within the 
discretion of the DCS/M. Hq USAF, and 
each case will be decided upon its indi¬ 
vidual merits. The seriousness of the 
offense, the civil satisfaction received by 
or available to the Government, and all 
mitigating factors will be considered :n 
making such determinations. The 
placement of a firm or individual on the 
list will be for the purpose of protecting 
the Interest of the Government and not 
for punishment. 

9 1001.601-4 Removal of Arms and 
individuals on list. The DCS/M. Hq 
USAF. will remove or modify current 
debarments and suspensions when such 
action Is deemed appropriate, upon con¬ 
sideration of all available evidence. The 
Office of Inspection (MCPI). Directorate 
of Procurement and Production, Hq 
AMC. will maintain a continuing review 
of the cases of all firms and individuals 
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appearing on the list and will recom¬ 
mend to the DCS M. Hq USAF. the re¬ 
moval or modification of pending de- 
barmenU and suspensions when such 
action is deemed appropriate. Other 
major commands, upon belief that a 
debarment or suspension should be re¬ 
moved or modified, will forward recom¬ 
mendations for same, with substantiat¬ 
ing reasons, through the Commander. 
AMC, attn: MCPI. to the DCS/M, Hq 
USAF, for consideration. 

| 1001.602 Basis for addition of firms 
and individuals on list. In addition to 
the names of firms or individuals in¬ 
cluded in the list as provided by $ 1.602 

(a). <b>, <d> and (e) of this title, the 
DCS/M, Hq USAF, will, upon the recom¬ 
mendation of the Director of Procure¬ 
ment and Production, Hq AMC. deter¬ 
mine whether a firm or individual will be 
administratively debarred or suspended 
and included in the list according to 
fi 1.602 (c) or (f) of this title as the case 
may be. 

§ 1001.603 Treatment to be accorded 
firms or individuals in debarred or in - 
eligible status . 

g 1001.603-1 Total restrictions. <a> 
The DCS/M, Hq USAF. may. when ap¬ 
propriate, authorize exceptions to the 
restrictions outlined in $ 1.603-1 <a> of 
this title In instances where firms or 
individuals have been debarred by the 
Air Force. MCPI will recommend to 
DCS/M. Hq USAF. action to be taken 
on connection with exceptions to re¬ 
strictions when such action is deemed 
appropriate. 

lb) DCS/M. Hq USAF, will determine, 
based on recommendations of MCPI. 
whether it is in the best interest of the 
Government to terminate current con¬ 
tracts and/or withhold all or part of 
funds due firms and individuals appear¬ 
ing on the list. 

<c> DCS M.Hq USAF. will request the 
Air Force Finance Center. Denver, Colo., 
to notify all AF finance officers to with¬ 
hold payments when such action is con¬ 
sidered appropriate. 

1 1001.651 Supplemental lists. 

i 1001.651-1 General. Under depart¬ 
ment authority of 9 1.307-2 of this title, 
all major commands are authorized to 
establish and maintain records and ex¬ 
perience data relative to firms or indi¬ 
viduals, and to maintain a list of such 
firms or individuals for the guidance of 
contracting officers in placing new 
pr inurements. 

5 1001.651-2 AMC experience list. 
This section sets forth the policies and 
procedures for the establishment and 
operation of the AMC Experience List. 

<a> Generat. (1) The AMC Experi¬ 

ence List is established to aid procure¬ 
ment personnel in determining the re¬ 
sponsibility of firms or individuals con¬ 
cerning the placement, administration, 
and termination of contracts, and the 
approval of subcontracts, as to source. 
In regard to the placement of contracts, 
the AMC Experience List is considered 
to be in consonance with II 2.406-3 and 
3.101 tb) of this title. 
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f2> Hq AMC will place the names of 
firms or individuals on the subject list 4 
for the following reasons: 

Ci) Improper or undesirable practices. 
The name of a firm or an individual will 
not be placed on the list unless the Gov¬ 
ernment has suffered injury from that 
firm or individual in a contractual rela¬ 
tionship. Reasons for listing may in¬ 
clude but are not limited to the follow'- 
ing: (a) inadequate quality control, (b> 
a history of delinquent deliveries pro¬ 
vided such delinquencies arc substantial 
and within a reasonable period of time 
preceding the determination to list, and. 
provided further, such delinquencies are 
not caused by acts beyond the control of 
the contractor, <c) questionable business 
ethics or sharp business practices result¬ 
ing in greater costs to the Government, 
<d) inadequate bookkeeping or account¬ 
ing systems. <c) current OSI or FBI 
investigation reasonably tending to es¬ 
tablish a violation of a federal statute, 
if) reasonable presumption of a viola¬ 
tion of the Gratuities clause. <cr> breach 
of a subordination agreement where the 
Government is beneficiary, and <h> any 
other conduct under a Government con¬ 
tract leading to a substantially increased 
administrative burden on the Govern¬ 
ment. 

01) For default which indicates that 
the contractor was grossly negligent and 
by exercising diligence could have 
avoided the default cancellation. 

(b) Use of the list. The AMC Expe¬ 
rience List is intended solely to alert 
procurement personnel to proceed with 
caution in dealing with those firms or 
individuals carried on the list. The 
appearance of a firm or individual on 
the list will not require mandatory re¬ 
fusal of on award, nor will it authorize 
procurement personnel to omit solici¬ 
tations of bids or proposals from such 
firms or individuals or to discontinue 
termination proceedings, solely by reason 
of the inclusion of the name on the list. 

(c) Approval of subcontracts as to 
source. The administrative contracting 
officer, who Is concerned with source 
approval action for subcontracts (other 
than firm fixed-price) according to 
I 1054.203. of this chapter, is responsible 
for screening the proposed subcontrac¬ 
tors with the AMC Experience List. 

5 1001.651-3 Letter contract , price 
redetermination and contract change 
notification delinquency Ust. <See 
fi 1001.350 <d>.) This section provides 
tor the establishment and use of a Ust 
of contractors who. within the criteria 
listed in this section, are delaying with¬ 
out justifiable cause the definitization of 
letter contracts and contract change no¬ 
tifications, or the completion of repricing 
actions. 

(a) Criteria. (1) A letter contract will 
be considered delinquent when the con¬ 
tractor unduly delays submission of ade¬ 
quate data required for deflnltixlng the 
contract, or fails to negotiate in good 
faith. A letter contract cannot be con¬ 
sidered delinquent until the Air Force is 
in possession of all the information re¬ 
quired for definitization with the excep¬ 
tion of necessary contractor-furnished 
information. 
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(2) Price redetermination, and target 
reset or final price revision under ln-J 
centive contracts, will be considered ^ 
delinquent when the contractor without' 
justifiable cause fails to submit adequate 
information according to the time sched-* 
ule and other terms of the contract, or 
fails to negotiate In good faith. 

(3) A contract change notification 
(CCN) will be considered delinquent 
when the contractor, without justi¬ 
fiable cause (as determined by the ad¬ 
ministrative contracting officer), fails 
to submit a quotation covering the work 
directed by a CCN within 60 days after 
the issuance of a CCN. CCN’s being 
held pending definitization of letter con¬ 
tracts. completion of price rede termina¬ 
tion. or contract termination will be ex¬ 
cluded from this report. 

(b) Review of reports. The reporting 
activity will request from each such con¬ 
tractor a statement of justification or 
corrective action, if any. Any contrac¬ 
tor who does not show Just cause within 
10 days will be placed on the delinquency 
list by the committee. Statements re¬ 
ceived from contractors will be for¬ 
warded by the reporting activity to 
MCPPPS. The names of contractors 
placed on the Ust will be consolidated 
by MCPPPS and forwarded to the Re¬ 
ports and Forms Control Branch 
(MCPAR) for publication and distribu¬ 
tion to all AMC procurement activities. 

<c> Use of the list. No new procure¬ 
ments will be placed with any contractor 
who has been placed on the consoUdated 
listing until that contractor has been re¬ 
moved from the list or a waiver has been 
obtained. 

SU5PART T—ETWICAt STANDAIDS OF 
PROCUREMENT PERSONNEL 

I 1001.2003 Restrictions on present 
personnel. 

I 1001.2003-1 Unauthorized receipt of 
compensation — (a) Bribes. Military and 
civilian personnel of the Air Force are 
prohibited from, and may subject them¬ 
selves to criminal penalty by asking, 
accepting, or agreeing to receive as a 
bribe or graft, directly or indirectly, any 
money, contract, or other thing of value, 
with the intent to have any of their offi¬ 
cial decisions or actions influenced 
thereby, or for giving to, or procuring 
or aiding to procure for any person, a 
Government contract (62 Stat. 691, 694; 
18 U. 8 . C. 202, 216). 

<b> Compensation for services in re¬ 
lation to proceedings in which the United 
Slates is interested. Military and civil¬ 
ian personnel of the Air Force are pro¬ 
hibited from, and may subject them¬ 
selves to criminal penalty by. receiving 
or agreeing to receive directly or indi¬ 
rectly. compensation for service rendered 
by themselves or another in relation to 
any proceeding or claim before any de¬ 
partment or agency, where the United 
States Is directly or indirectly interested 
in the proceeding or claim (62 Stat. 697; 
18 U. 8 . C. 281). 

(c) Compensation from other sources 
in connection with Government services . 
Military and civilian personnel are pro¬ 
hibited from, and may subject them¬ 
selves to criminal penalty by, receiving 
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from any sources other than the Gov¬ 
ernment any compensation In connec¬ 
tion with Government service* (62 Stat. 
793; 18 U. S. C. 1914). Inductee* or 
reservist* called into the Armed Serv¬ 
ices, however, may continue to receive 
Income from their former employer (50 
U. S. C.. App. 454 (f>). 

(d) Payments in connection with mu¬ 
tual defense procurement. Military and 
civilian personnel arc prohibited from, 
and may subject themselves to criminal 
penalty by, soliciting, accepting, or of¬ 
fering to accept any commission, pay¬ 
ment. or gift In connection with the pro* 
curement of equipment, materials, or 
services under the Mutual Defense 
Assistance Act of 1949. as amended (63 
Stat. 720; 22 U. C. S. 1584). 

<e> Gifts. entertainment, and favors. 
Military and civilian personnel must not 
accept from contractors or potential con¬ 
tractors gifts, entertainment, or favors, 
no matter how inconsequential, of a 
character that may create a sense of a 
personal obligation. 

9 1001.2003-2 Dealings on behalf of 
the Government with individuals or 
firms as to which private interests ex¬ 
ist —(a) Pecuniary interest . Military 
and civilian personnel of the Air Force 
are prohibited from, and may subject 
themselves to criminal penalty by. trans¬ 
acting business as officers or agents of 
the United States with any corporation, 
firm, or partnership in the profit of 
which they are directly or indirectly 
interested (62 Stat. 703; 18 U. 8. C. 434). 

(b) Dealings with future employers or 
associates . Where military or civilian 
personnel of the Air Force have arranged 
or are negotiating for their subsequent 
employment by, or association with, a 
firm or individual, they are disqualified 
from representing the Air Force In deal¬ 
ings with such firm or individual. 

(c) Dealings with former employers 
or associates. (1) Military and civilian 
personnel of the Air Force will not be in 
direct charge of negotiation, or exercise 
authority for the final approval, of any 
contract with any firm or Individual if 
at any time within the previous 2 years 
such personnel were employed by, or were 
engaged in substantial nongovernmental 
business dealings with, the firm or indi¬ 
vidual involved. 

(2) The Secretary of the Air Force 
may make exceptions to the policy of 
this paragraph (c) where he considers 
the application of the policy impractical 
or as not serving the best interests of 
the Government. The personnel con¬ 
cerned will determine whether a need 
exists to apply for an exemption in 
their Individual cases. 

9 1001.2003-3 Private activities in 
conflict with Government interest — 
(a> Prosecution of claims. Military and 
civilian personnel of the Air Force may 
subject themselves to criminal penalty 
by acting as an agent or attorney In 
prosecuting any claim against the Gov¬ 
ernment or assisting in the prosecution 
of any such claim other than in the 
proper discharge of official duties (62 
Stat. 697; 18 U. S. C. 283). 

(b) Other conflicts of interest. Military 
and civilian personnel of the Air Force 


must refrain from any other private bus¬ 
iness or professional activity which would 
place them in a position where there is 
a conflict between their private interest 
and the public interest of the United 
States. In particular, it is a general rule 
of public policy that the Government 
should not contract with its own person¬ 
nel unless the needs of the Government 
cannot reasonably be met otherwise. In 
any case where AF personnel have any 
financial interests in any business entity, 
they are disqualified from representing 
the Air Force in dealings of any kind 
with such entity. Personnel charged 
with the administration of 9$ 804.201 to 
804.205 of this chapter, who own stock 
in. or are officers of. an insurance com¬ 
pany. must scrupulously avoid negoti¬ 
ating with such company in respect to 
granting authorization to solicit sales. 
The same restriction will apply in the 
case of personnel having a financial in¬ 
terest in any other business enterprise 
which deals with AF personnel on an 
Individual basis. 

(c) Capitalization of information. 
Military and civilian personnel of the 
Air Force must not engage in any pri¬ 
vate activity which makes possible the 
improper capitalization of information 
gained through their AF position. 

(d) Civil employment of military per¬ 
sonnel. Officer* of the Air Force may 
not be employed in civil works or in¬ 
ternal improvements, nor be permitted 
to engage in the services of any corpora¬ 
tion if such extra employment requires 
that he will be separated from his or¬ 
ganization or interferes with the per¬ 
formance of military duty <70A Stat. 
527; 10 U. 8. C. 8544 ). No enlisted man 
in the active service of the United States 
in the Air Force may be detailed, or¬ 
dered, or permitted to leave hts post to 
engage in private pursuits for hire when 
the same will Interfere with the cus¬ 
tomary employment and regular engage¬ 
ment of local civilians in the respective 
arts, trades, and professions. 

9 1001.2003-4 Conduct of procure¬ 
ment activities— (a > Off-installation 
contractual negotiations. No matter of 
contractual negotiations will be con¬ 
ducted at hotels or at any points away 
from offices of the initiating or nego¬ 
tiating authority without permission of 
the chief of the branch or unit in the 
division or office concerned; and a mem¬ 
orandum will be made of the persons 
present and subjects discussed at such 
places. 

(b) Dealings with present or former 
personnel who are representing private 
interests. AF procurement personnel 
will not knowingly deal with present 
personnel who are. or appear to be. vio¬ 
lating the instructions of 9 1001.2003-3, 
or with former personnel who are or 
appear to be violating the instructions 
in 9 1001.2004. Further, if AF personnel 
have doubt about the propriety of deal¬ 
ing with former personnel whose con¬ 
duct does not appear to be in violation 
of 9 1001.2004. they may refer the mat¬ 
ter to higher authority for decision. 

(c) Interpretation of "claim” and 
activities related to claims. The term 
“claim.” as used in 99 1001.2003 and 
1001.2004, refers to both monetary and 


nonmonetary claims, and includes the 
assertion of defenses against Govern¬ 
ment action as well as attempts to se¬ 
cure affirmative action from the Gov¬ 
ernment. In deciding whether to deal 
with present or former personnel who 
are representing private interest(s) (see 
paragraph (b) of this.section) AF per¬ 
sonnel will not consider the restriction* 
in 99 1001.2003 and 1001.2004 as extend¬ 
ing to activities only remotely connected 
with the claims in question. 

9 1001.2004 Restrictions on former 
personnel. All former personnel who 
wish to represent a private interest to the 
Air Force, are required to submit affi¬ 
davits according to S 1001.2004-3 of this 
subpart. 

9 1001.2004-1 Former civilian per¬ 
sonnel: Reserve and National Guard 
officers not on active duty. Former ci¬ 
vilian personel of the Air Force, and 
reserve and National Guard officers not 
on active duty are prohibited, for a 
period of 2 years after their separation, 
from prosecuting or acting as counsel, 
attorney, or agent for prosecuting any 
claim against the United States which 
involves any such matter directly con¬ 
nected with which they were employed 
or performed duty. Former civilian per¬ 
sonnel are also prohibited for a period 
of 2 years after their separation from 
soliciting, accepting, or ottering to ac¬ 
cept any commission, payment or gift 
in connection with the procurement of 
equipment, materials, or services under 
the Mutual Defense Assistance Act of 
1949, as amended* (68 Stat. 862; 22 
U.S. C. 1751.) 

9 1001.2004-2 Air Force and other re¬ 
tired regular officers, (a) Retired regu¬ 
lar officers are prohibited from taking 
part in the prosecution of a claim against 
the Government involving matters with 
w hich they were directly connected while 
on active duty. 

(b> A retired regular officer of the 
Army. Navy, Marine Corps, Air Force, 
or Coast Guard, or a retired officer of 
the Coast and Geodetic Survey or the 
Public Health Service, is subject to for¬ 
feiture of pay for the 2-year period fol¬ 
lowing his retirement if. for himself or 
for others, he is engaged in selling, or in 
contracting or negotiating for the sale 
of supplies or w r ar materials to any 
agency of the Department of Defense, 
the Coast and Geodetic Survey, or the 
Public Health Service. The statute in 
question (section 1309 of the Supple¬ 
mental Appropriation Act. 1954, 57 Stat. 
437; 5 U. S. C. 59c) is not a criminal stat¬ 
ute. but it plainly shows that Congress 
intended to bar retired officers in the 
specified categories, during the first 2 
years of their retirement, from selling 
supplies to any of the uniformed services. 
Such retired officers will, therefore, be 
regarded as prohibited from engaging in 
the activities described in this part for 
the first 2 years of their retirement. 

<c> In addition to the foregoing. Air 
Force retired regular officers are prohib¬ 
ited from; (1) taking part in the prose¬ 
cution of a claim against the Government 
involving the Air Force for a period of 
2 years following retirement; and (2) 
contracting or negotiating for the sale of 
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anything to the. Air Force. With respect 
to paragraphs and (c) (2) of this 
section, the prohibition extends beyond 
the mere bargaining which may precede 
the execution or the modification of a 
contract. It includes any direct partici¬ 
pation in obtaining a contract with the 
Government on behalf of a prospective 
contractor. However, it is not the intent 
of this subchapter to preclude a retired 
officer from accepting employment with 
private industry solely because his em¬ 
ployer is a contractor with the Govern¬ 
ment Therefore, this subchapter should 
not be construed as applicable to activ¬ 
ities which are only remotely connected 
with contractual matters. 

S 1001.2004-3 Format of affidavit . 
All affidavits will be prepared on APPI 
Form 34. “Affidavit for Clearance to 
Represent Private Interests. 

f 1001.2004-4 Filina affidavit. All 
affidavits and all inquiries pertaining 
thereto, will be sent directly to the Com¬ 
mander, AMC, for processing. 

1 1001.2004-5 Scope of applicability. 
Letters of clearance will be honored at all 
AP installations worldwide. The letter 
of clearance will contain any restrictions 
imposed upon former personnel and will 
be granted for the sole purpose of per¬ 
mitting an individual to represent a 
private interest to the Air Force. It does 
not Imply a right to enter any AF in¬ 
stallation or to receive Information on 
any matters not directly connected with 
the purpose for which the clearance was 
granted. The right of any individual 
who has received a letter of clearance to 
enter any AF installation is subject to all 
regulations promulgated to control 
visitors at the AF installation concerned. 

SUBPART U—INDUSTRY ADVISORY 
COMMITTEES 

5 1001.2100 Scope of subpart. This 
subpart states for all procurement activ¬ 
ities of the Air Force the position of the 
Department of Justice on whether or not 
participation by members of industry in 
activities of industry advisory commit¬ 
tees constitutes a violation of the anti¬ 
trust laws of the United States. 

f 1001.2102 Statement of position . 
As a general rule, decisions of the neces¬ 
sity for the formation of industry 
committees to advise a Government de¬ 
partment and responsibility for forma¬ 
tion of these committees rest with the 
department concerned. To minimize 
the possibility of antitrust law violations, 
the following requirements and criteria 
will be fulfilled in organization and oper¬ 
ation of such committees: 

<a> There must be statutory authority 
for the employment of such committees 
or there must be administrative findings 
that it is necessary to use such commit¬ 
tees to perform certain statutory duties. 

<b) Agenda for such committees and 
their meetings will be initiated and 
formulated only by the Government. 

<c > Meetings to be held will be at the 
cull of and under the chairmanship of 
full-time Government officials. 

<d> Complete, comprehensive minutes 
of each meeting will be kept, 

<e) All functions of such committees 
will be purely advisory and any resultant 


action to be taken will be determined 
solely by Government officials or their 
representatives. 

$ 1001.2103 Limitations. Activities 
maintained in strict compliance with all 
requirements of S 1001.2102 will not be 
viewed by the Department of Justice as 
constituting independent violations of 
antitrust laws. However, all partici¬ 
pants in such activities will be notified 
that the Department of Justice retains 
the right: 

(a) To institute proceedings, either 
civil or criminal, or both, in the event any 
particular plan or course of action re¬ 
sulting from organization or activities of 
any such advisory committee is used in 
accomplishment of unlawful private 
ends. 

(b) To institute civil actions to enjoin 
continuance of any acts or practices in 
consequence of organization or activities 
of any such advisory committee, which 
are found not to be in the public interest 
and which persist or continue after 
notice to desist is issued by the Depart¬ 
ment of Justice. 

9 1001.2105 Responsibility. The com¬ 
mander of every AF procurement and 
contracting activity will: 

(a) Investigate the organization and 
activities of Industry advisory commit¬ 
tees currently sponsored or participated 
in by his activity, to determine their 
compliance with all requirements stated 
in this subpart. 

<b> Notify all participating members 
of such Industry advisory committees of 
rights reserved by the Department of 
Justice, as stated in l 1001.2103. 

<c) Issue Instructions which he deems 
necessary to insure compliance with all 
requirements of this subpart by personnel 
of his activity Insofar as contemplated 
future industry advisory committees are 
concerned. 


Part 1002—Procurement by Formal 
Advertising 

8ec. 

1002.000 Scope of part. 

Subpart A—Uie of Formal Advortiting 

1002.102 Use of formal advertising. 

Sub port B——Solicitation of Bid* 

1002.201* Preparation of forms. 

1002.201-SI Option clauses. 

1002.202 Methods of soliciting bids. 

1002 202-4 Publishing In newspapers. 

1002 202 SO Distribution of Invitation for 
bids. 

1002.204 Bidders’ mailing lists. 

1002 204-1 General. 

1002.204- 5 Excessively long bidders’ mailing 
lists. 

1002.204- 53 Requests from foreign entities 
for Information as to acquisition of pro¬ 
duction and sales rights to United States 
military end items. 

1002.250 Price escalation far basic steel, 
aluminum, brass, bronze or copper mill 
products. 

1002.251 Amendments to Invitations for 
bids. 

1002.252 Information to bo furnished pros¬ 
pective bidders. 

1002.253 Assistance not to be rendered. 

Svbport C—Submit*ion of Bids 

1002 301 Method of submission. 

1002.302 Time of submission. 

1002.303 Modification or withdrawal of bids. 


Subport D—Opening of Bldt and Award of 
Contract 

Sec. 

1002 401 Opening of bids. 

1002.402 Recording of bids. 

1002 403 Rejection of bids. 

1002.403- 50 Bcjectton of bids because of 
Internal administrative Air Force Diffi¬ 
culties. 

1002.403- 51 Samples. 

1002.403- 52 Descriptive literature. 

1002.404 Minor informalities or irregular¬ 
ities In bids. 

1002 405 Mistakes in bids. 

1002.405- 1 Obvious or apparent mistakes of 
a clerical nature. 

1002.405- 2 Mistakes disclosed after opening 
and prior to award other than obvious or 
apparent mistakes of a clerical nature. 

1002.405- 3 Disclosure of mistakes after 
award. 

1002.406 Award. 

1002.406- 1 Responsible bidder. 

1002.406- 2 Discounts. 

1002 406-3 Other factors to be considered. 

1002.406- 4 Equnl low bids. 

1002.406- 5 Statement and certificate of 
award. 

1002.407 Information to bidders. 

1002 408 Synopses of contract awards. 
1002.408-60 Preparation and transmittal of 

synopses. 

1002.450 Distribution of bids and abstracts. 

Svbport E—Qualified Product* 

1002.503 Qualification of products. 

1002503-1 Opportunity to qualify. 

1002 504 Qualified products lists. 

1002.604-50 Extension of qualification. 

1002 505 Procurement of qualified products. 
1002.505-2 Solicitation of bids. 

Subpart T—IFB Provltlon* 

10022002 Special schedule description*. 
10022002-1 General. 

1002 2002-2 Sample schedule description 
limited to qualified products. 

10022C02-3 Sample schedule description of 
an “or equal” item. 

1002 2002-4 Sample schedule description 
whete first article approval Is required. 
10022002-5 Schedule description w'here 
production sample Is required. 
1002.2002-6 Simple schedule description 
where special maintenance tools and 
test equipment are being procured. 
10022002-7 Semple schedule description 
where table 250 drawings and data list 
are required. 

10022002-8 Sample schedule description 
whero technical data based on MCMTT 
Exhibit No. 1-6 is required. 

10022002-0 Sample schedule description 
where Item Identification data is re¬ 
quired with physical articles only. 
10022002-10 Sample schedule description 
where spare parts are required. 
10022002-11 Sample schedule description 
providing for alternate bids, f. o. b. des¬ 
tination or f. o. b. carrier’s equipment. 
10022003 Special contract provisions. 
10022003-1 Oeneral. 

10022003-2 Required delivery schedules. 
10022003-3 Qualification of bidders. 

1002 2003-4 Samples. 

10022003-6 Descriptive literature. 
10022003-6 Alternate bids. 

AtrrHoarrr: «{ 1002,000 to 1002 2003-6 
issued under sec. 8012. 70A Stat. 488; 10 
U. 8. C. 8012. Interpret or apply secs. 2301- 
2314. 70A Stat. 127-133; 10 U. 8. C. 2301-2314. 

S 1002.000 Scope of Part. In recogni¬ 
tion of the fact that formal advertising 
is the basic method of procurement by 
the Government, this part gives detailed 
guidance to Air Force procurement per¬ 
sonnel for adapting formal advertising 
procedures to use in fulfilling as many 
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procurement requirements as possible. 
In particular, subpart T of this part sets 
forth many examples of special provi¬ 
sions which may be incorporated In In¬ 
vitations for Bids to assure that the Gov¬ 
ernment's requirements will be fully met 
and at the same time preserve the bene¬ 
fits of full and free competition which 
are inherent in formal advertising. 

SUBPART A—USI OF FOt.MAL ADVERTISING 

9 1002.102 Use of formal advertising — 
<a) Statutory requirement . 10 U. 8 . C. 
2304 (a) provides that all contracts for 
supplies or services, with certain stated 
exceptions, shall be made by formal ad¬ 
vertising. <See Subpart B. Part 3, Chap¬ 
ter I of this title and 8 ubpart B. Part 
1003 of this chapter for discussion of the 
exceptions.) 

<b) House of Representatives Report. 
The House Committee on Armed Serv¬ 
ices. section 2 <e) of House Report No. 
1688 < 84th Congress, 2nd Session. Jan¬ 
uary 1956) accompanying H. R. 8710, has 
stated as follows: 

Tho amendment adde a new subsection. 
In It. we have stated positively the Intention 
oX Congress that all procurement shall be by 
advertised bidding. We have said. In clear 
language, that none oT the exceptions 
2 (c) (1) through (17) shall be used by the 
Agency head unless the tacts and circum¬ 
stances In justification thereof are clear and 
convincing. 

We mean by this that “borderline** cases or 
••Grey areas “ ns they are sometimes referred 
to. and any case In doubt or uncertainty shall 
be resovled In favor of advertised competitive 
bidding and not by resorting to these 17 ex¬ 
ceptions. 

The Comptroller General. In hls vigilant 
examination of the operation of this Act and 
of procurement practices generally, will, as 
the agent of Congress, be fully advised and 
fortified by this firm expression of congres¬ 
sional Intent. And moreover, no agency head 
can now be In any doubt whatsoever as to 
what Congress expects of him. We cannot 
be more explicit. 

We propose that the trend shall be toward 
advertised competitive procurement and that 
advertised competitive procurement will be 
the rule, that In every case In which the 
agency head or hls subordinates look toward 
the exceptions of the Act. they are met with 
tbs expression of congressional Intent In this 
act. as amended, that what they do must be 
supported by a Justification which Is both 
clear and convincing. And the Congress will 
examine tho findings that are required under 
the act. from time to time, to determine 
whether this mandate is being followed. We 
are determined that the trend which 
prompted this Inquiry, shall be reversed. 

(c) Air Force policy. < 1 ) The Air 
Force policy is to use formal advertising 
procedures whenever possible notwith¬ 
standing the existence of a negotiation 
authority under 10 U. S. C. 2304 (a) and 
Subpart B. Part 3. Chapter I of this title 
and Subpart B. Part 1003 of this Chapter. 
Thus negotiation authority will be used 
only when the facts and circumstances of 
the procurement clearly indicate the 
need to use the authority. 

(2) Before the negotiation authority 
of 99 3.202 or 3.210 of this title is used, 
officials approving determinations and 
findings will satisfy themselves that for¬ 
mal advertising procedures cannot be 
used without detriment to the Govern¬ 
ment, and that tho facts and circum¬ 


stances In Justification of negotiation 
are clear and convincing. 

(d) Classified procurements. Formal 
advertising will be used for classified pro¬ 
curements when the Government’s Inter¬ 
est will be better served for reasons of 
enlarged competition and opportunities 
for small business, after giving due con¬ 
sideration to security requirements with 
reference to the data supplied to bidders. 
Otherwise, classified procurements will 
be negotiated pursuant to 10 U. S. C. 
2304 (a) (12). Invitations for Bids for 
classified procurements will be made 
available only to properly cleared repre¬ 
sentatives of concerns invited to bid on 
classified work. 

SUBPART 6— SOLICITATION OF BIOS 

5 1002.201 Preparation of forms—fa) 
Formal specifications. Every item on an 
IFB which is covered by drawings, plans, 
or specifications will contain a reference 
to all applicable drawings, plans, and 
specifications. (See 51001.305 of this 
chapter for a listing of the various types 
of specifications in order of preference.) 
At least one copy of each referenced 
drawing, plan, or specification will be on 
file at the AF installation which issues 
the IFB prior to such issuance. When 
bids arc invited on an item to be supplied 
according to drawings, plans, or specifi¬ 
cations, and when distribution to pro¬ 
spective bidders of the applicable draw¬ 
ings, plans, and specifications with the 
IFB (pursuant to 9 2.201 (d) (i) of this 
title) or upon request (pursuant to 
9 2.201 (d> ( 11 ) of this title), is impracti¬ 
cable, the IFB will state the exact mail¬ 
ing address of all locations where the 
IFB, containing a complete set of draw¬ 
ings, plans, and specifications, will be 
available for public display and exami¬ 
nation. 

<b) Item description when no specifi¬ 
cation is available . If the item to be 
procured is not covered by an authorized 
draw ing, plan, or specification, and prep¬ 
aration of such data is not feasible, a 
description will be prepared and used 
containing all of the essential require¬ 
ments to be met by the item. 

(c) "Or equal descriptions". The use 
of a named product "or equal" may be a 
necessary technique in procurement on 
some occasions. When the "or. equal" 
procedure is used, bidders must be given 
the opportunity to offer substitute items, 
and such substitute items need not be 
exact duplicates of those products named. 
Rather, such items will be considered 
acceptable if they will perform the func¬ 
tions needed by the Government in 
essentially the same manner as the 
specified products. When the "or equal" 
provision is used, three commercial prod¬ 
ucts will be listed as part of the descrip¬ 
tions unless this is impossible. 

(d> Description of authorized alter¬ 
nate bids. The IFB may request that al¬ 
ternate bids be submitted on the basis 
of several different Items or qualities of 
material; for example, where the Gov¬ 
ernment wants to use a specific grade of 
material but the bids for that grade may 
be so high as to require the use of less 
expensive materia], or where the Govern¬ 
ment wishes to have a certain quantity 
of work done, or items delivered, but the 


cost of such work or items may be so high 
that the Government’s interest will re¬ 
quire procurement of a lesser quantity. 
Similarly, the Invitation for Bids may re¬ 
quest nltemate bids in situations wliero 
two different items will be equally ac¬ 
ceptable to the Government depending 
upon relative price. (See 9 1002.2003-6.) 
However, alternate bids which are au¬ 
thorized in the IFB must tx, stated with 
a reasonable degree of preciseness to as¬ 
sure that the same degree of competition 
is obtainable on the alternate bids as is 
obtainable on the basic item described. 

(e) General provisions or conditions . 
(1) The IFB will include general provi¬ 
sions according to the appropriate sub¬ 
part of Part 1007 of this chapter, and any 
special conditions necessary to describe 
the Government’s requirements fully, 
such as, but not limited to. the following; 

<i> Kind of packing required. 

(11) Special marking of packages, box¬ 
es. invoices, etc. 

(ill) Conditions of inspection. 

(iv) Special factors to be used in eval¬ 
uation of bids covering such areas as 
quality, qualifications and experience of 
bidders, financial and technical ability, 
cost of inspection, etc. 

See Subparts A and T of this part. 

(2) lFB’s for the disposal of edible 
garbage will also contain the following 
provision: 

Prior to award the bidder agrees to furnlrh 
a certification from an Animal DUmo Erad¬ 
ication Branch representative oX the U. 8. 
Department of Agriculture that ho poetess** 
adequate and approved garbage sterilisation 
equipment. In the event of an acceptance of 
his bid by the Government, the bidder war¬ 
rants that all garbage received under the 
contract will be sterilized not leas than S4 
minutes at 212" F. before being fed to swine. 

9 1002.201-51 Option clauses. Con¬ 
tracts resulting from formal advertise¬ 
ment may contain provisions reserving 
to the Government for a specified time 
an option to accomplish additional pro¬ 
curement under the contract (see. for 
example. 9 1007.4026 of this chapter). 
These options are of two general types: 
on option to procure additional supplies 
or sendees during the fixed life of the 
contract: and an option to extend the 
hfe of the contract. The exercise of 
either type of option is considered to bo 
a new procurement. This is because un¬ 
der the basic contract the contractor is 
not obligated to furnish the supplies or 
services covered by the option, but only 
to keep the option open for the time spec¬ 
ified. The contractor becomes obligated 
to furnish the supplies or services cov¬ 
ered by the option only when and if the 
Government exercises the option. 

9 1002.202 Methods of soliciting bids. 
Copies of unclassified IFB’s for construc¬ 
tion projects may be furnished to trade 
journals for the construction field. 
Copies of such IFB’s may consist of 
Standard Form 20, "Invitation for Bids 
(Construction Contract),” and Stand aid 
Form 21, "Bid Form (Construction Con¬ 
tract) Where IFB’s call for unit prices 
or multiple lump sum bids, a copy of the 
applicable schedule sheet (Schedule "C") 
may also be furnished. Drawings, speci¬ 
fications, general and special provisions 
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will not bo furnished to such trade 

journals. 

5 1002,202-4 Publishing in newspa - 
jwr rs. (a) Paid advertisements in news¬ 
papers will be used in connection with 
the disposition of disposable property by 
sale. If time will permit, the publica¬ 
tion of essential details of IFB's in news¬ 
papers (paid advertisements) may be 
authorized as shown in this section, 
when necessary to obtain effective com¬ 
petition. or in view of the quantity, 
character, or value of the supplies or 
services to be procured. 

(b) Insertions and limitations there - 
on. Ordinarily, advertisements will be 
given six Insertions in daily or four in 
weekly papers. When more than 10 days 
are to intervene between the date of the 
first publication and the date of opening 
bids, those in the daily newspapers in¬ 
viting bids will at once be given four 
consecutive insertions, and immediately 
before the date of opening two consecu¬ 
tive insertions. In construction projects, 
such Insertions will be placed in suffi¬ 
cient time prior to the date of opening 
to allow interested bidders to obtain 
plans and specifications and prepare 
bids. In case of emergency advertise¬ 
ments may be given one or more inser¬ 
tions, as time and circumstances permit. 

5 1002.202-50 Distribution of invita - 
ffcm for bids —(a) Unclassified invita - 
tions, ( 1 ) One copy of each invitation 
for bids (IFB) and one copy of each 
amendment to an IFB will be sent on 
the date issued directly to: 

Procurement Information Center. 

Ofllce of the Deputy Chief of 8UUT for Logis¬ 
tic*. 

Department of the Army. 

Room 732, Old Poet Office Building, 
Washington 23. D. C. 

The Procurement Information Center is 
maintained for the public display of 
IFB's Issued by the Army and the Air 

Force. 

(2) Copies of each IFB will be dis¬ 
tributed to persons or firms on the ap¬ 
propriate bidders* mailing list, selected 
according to $ 1002.204. Copies of IFB’s 
will be supplied to additional sources 
upon submission of AFPI Form 2B. 
‘‘Request for Bid Set.** 

<3) Bid sets will be furnished to Gov¬ 
ernment-owned manufacturing estab¬ 
lishments as applicable. 

<4) Copies of unclassified IFB's for 
construction projects may be furnished 
to trade journals for the construction 
field. (See 4 1002 . 202-1 (e>.) 

(5) Copies of IFB’s for both housing 
and off-site utility construction projects 
will be sent on date issued to: 

He &d quarter* USAF. 

F&mlly Homing Division. AFCIE. 

Washington 25. D. C. 

( b) Classified invitations. For in¬ 
structions on the distribution of classi¬ 
fied documents, instead of sending a 
copy of the invitation to the Procure¬ 
ment Information Center as set forth in 
Paragraph (a) (I) of this section for un¬ 
classified invitations, a letter will be sent 
to that office. In substance as follows: 

Thl* Omc« haa Issued Invitation for Bid* 

..anted_ 

bid* to be opened on. 

under claa&ified project No. ............... 


FEDERAL REGISTER 

4 1002.204 Bidders ’ mailing lists. 

4 1002.204-1 General The bidders* 
mailing list is a list, index, file, or any 
other form of record of the names of 
suppliers who are believed to be poten¬ 
tial bidders on the requirements of the 
Air Force. 

(a) Basic policies —(1) Advertised 
procurement. It is mandatory that the 
complete list be obtained by the con¬ 
tracting officer. The selection of sources 
from the list will be at the discretion of 
the contracting officer, but will be in 
consonance with 4 1.302-4 (b) (ill) of 
this title. 

(2) Negotiated procurement . It is 
mandatory that the complete “list” be 
obtained by the contracting officer for 
procurement of supplies and services es¬ 
timated to cost $ 10,000 or more unless 
the procurement is to be placed on an 
authorized selected-source basis. The 
selection of sources from the list will be 
at the discretion of the contracting offi¬ 
cer. but will be in consonance with 
i 1.302-4 (b) (iii) of this title. 

<b> Augmenting lists —(1) Policy. 
Contracting officers may add names and 
mailing addresses to the bidders “list.** 
AF small business specialists may add 
names and addresses to those selected by 
the contracting officer for solicitation, 
and such additions will include any that 
may be furnished by Small Business Ad¬ 
ministration (SBA) representatives. 

(2) Sources. The bidders* mailing list 
may be augmented in special instances 
on new items of procurement. The sup¬ 
plier so listed in advance will be re¬ 
quested to confirm the listing by filing 
Standard Form 129. "Bidder’s Mailing 
List Application.*' If the supplier fails 
to furnish the application requested, his 
name may be removed from the list. 

(c) Local purchase use of AM A or AF 
depot lists. Where an AF depot activity, 
having centralized procurement respon¬ 
sibility. administratively determines that 
an item or Items normally procured by 
an AMA or AF depot will be purchased 
by a local purchase activity and specific 
authority for such action subsequently is 
delegated, the local purchase activity 
receiving such authority has the respon¬ 
sibility of soliciting bids necessary to 
assure full and free competition as 
prescribed by 4 2.102 of this title. 

(d) Identification of surplus dealers. 
Whenever the name of a surplus dealer is 
placed on a bidders’ mailing list, the 
words “Surplus Dealer** will be placed di¬ 
rectly beneath the name of the firm. 
See 8 ubpart O, Part 1053 of this chapter 
for additional material concerning sur¬ 
plus dealers. 

(e> Synopses. In addition to the oper¬ 
ation of bidders' mailing lists, the facili¬ 
ties of the Department of Commerce for 
the dissemination of synopses of pro¬ 
posed procurements wiil be used accord¬ 
ing to AF procedures to make more 
widely available to all business enter¬ 
prises (and particularly small business 
concerns and concerns in labor-surplus 
areas! public notice of procurement in¬ 
formation sufficiently in advance of bid 
closing date to Insure the broadest par¬ 
ticipation of qualified suppliers. 

<f) Limits on use. In connection with 
the use of the bidders' mailing list, it is 
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manifestly in the Government's best in¬ 
terest to consider carefully the adminis¬ 
trative costs of each purchase in relation 
to the dollar value of the articles or serv¬ 
ices being procured to achieve maximum 
economy in procurement. On all Items 
having local supply characteristics (such 
as sand and gravel), bids might accord¬ 
ingly be solicited only in the geographic 
area where performance can be expected. 
Thus, use of the bidders* mailing list 
should be on a ba«is that will promote 
the development of the maximum com¬ 
petition commensurate with the dollar 
value of the purchase to be made: and 
the degree of use of the entire mailing 
list in nny case will be as broad os is 
compatible with efficiency and economy 
in securing adequate competition, as re¬ 
quired by law. (See 5 2.204-5 of this 
title.) 

I 1002 204-5 Fx^esstvely long bidders * 
mailing lists. The administrative cost 
of mail ing and later evaluating hundreds 
of IFB's is often prohibitive. Following 
are two procedures which may be used 
in relation to a soccffic procurement to 
provide a reduced bidders* mailing list. 

(a) Bidders* mailing lists may be ro¬ 
tated. but to do so will require consider¬ 
able Judgment on the part of the con¬ 
tracting officer as to size of transaction 
where rotation is Justifiable. The follow¬ 
ing factors must be considered In 
rotating the bidders' mailing list: The 
Interests of small business concerns, the 
existence of surplus labor areas, the ade¬ 
quacy of the curtailed list, and the best 
Interest of the Government. In those 
instances where the entire bidders’ mail¬ 
ing list is not used, the reduced list will 
contain the names of sufficient small 
business concerns to maintain the pro 
rata percentage between large and small 
business as established by the entire list. 
This procedure does not preclude con¬ 
sideration of bids received from bidders 
who were originally not invited to bid. 

(b) In lieu of forwarding complete 
bid sets in the first instance, the method 
known as “pre-invitation notices" may 
be used. Following Is the procedure: 
(1) Accomplish AFPI Form 2 “IFB In¬ 
formation" (post card), ( 2 ) attach the 
schedule sheet of the TFB which will 
contain the complete Item description 
and condensatio n of other essential in¬ 
formation from IFB to provide the po¬ 
tential suppliers with an Intelligent basis 
for Judging whether he has an interest 
in the procurement and ( 3 ) mall to all 
potential suppliers on the bidders' mail¬ 
ing list Drawings, plans, and specifica¬ 
tions will not normally be furnished with 
the pre-invitation notice but will be fur¬ 
nished at the time the IFB is mailed. 
Upon receipt of the replies to such notifi¬ 
cation within the specified time estab¬ 
lished in the AFPI Form 2. bid sets will 
be sent to those suppliers who have indi¬ 
cated an interest in the procurement. 
It Is of utmost Importance that the re¬ 
turn date of AFPI Form 2 be sufficiently 
In advance of the mailing date of the 
IFB to permit an accurate estimate 
of the number of bid sets required. 
Tills procedure is particularly adapt¬ 
able to major purchasing activities where 
lengthy IFB’s and long bidders* mailing 
lists are common and is also rccom- 
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mended for RPPs where the same cir¬ 
cumstances exist. 

1 1002.204-53 Bequests from foreign 
entities for information as to acquisition 
of production and sales rights to United 
States military end items, (a) It is AP 
policy to assist potential foreign pro¬ 
ducers of AF military end Items to iden¬ 
tify the United States qualified produc¬ 
tion sources. Whenever a foreign pro¬ 
duction source (either a friendly foreign 
government or a private entity of a 
friendly foreign government) requests 
information on the appropriate proce¬ 
dures to he followed in acquiring produc¬ 
tion or patent rights to an AF military 
end item, it is deemed essential that AP 
personnel provide a complete list of 
United States military department 
sources, together with addresses, as 
expeditiously as possible. 

(b) AP personnel initially contacted 
by the foreign entity will assist the in¬ 
quirer in identifying each AP item by 
stock number and nomenclature desig¬ 
nation. In addition, the offshore unit 
will determine the AP activity which has 
procurement responsibility of each item 
and advise the inquirer to write directly 
to the director of procurement and pro¬ 
duction of that activity. 

(c) Upon receiving such requests, the 
appropriate AP activity within the con¬ 
tinental United 8tates will: 

(1) Secure a complete list of United 
States military sources together w ith ad¬ 
dresses presently on record at that activ¬ 
ity for the item involved. 

(2) Send this list directly to the for¬ 
eign entity and advise the foreign poten¬ 
tial producer to contact the United 
States source<s) direct. This letter will 
be substantially as follows: 

Forwarded herewith tm ptr ymir requett Is 
a list of United States military sources pres¬ 
ently on record at this activity as United 
States manufacturers of (Item). 

Inasmuch as the ultimate decision insofar 
as patient rights and technical assistance ar¬ 
rangements ore concerned, rests with the 
owner of the patents which may be involved 
and the United States producers of the Item, 
no commitment la made on behalf of the 
United State* Government. 

If further Information U desired. It 1s re¬ 
quested that the attached list be utilised 
for contacting the United States manufac¬ 
turers direct. 

(3) No other information will be re¬ 
leased to a foreign entity without the 
approval and coordination of the local 
office of the staff judge advocate. 

<d) At the same time the list is for¬ 
warded, each United States producer 
whose name has been included on the list 
will be advised of the Inquiry. Since the 
ultimate decision, insofar as patent 
rights and technical assistance are con¬ 
cerned. rests with the owner of the 
patents which may be involved and the 
United States producer(s) of the item, 
no position will be taken in this respect 
and no commitments made on behalf of 
the United 8tates Government. This 
letter will be substantially as follows: 

It is the policy of tht Deportment of the 
Air Foroe to aaolst potential foreign pro¬ 
ducers of Air Force military end Items to 
Identify the United States qualified produc¬ 
tion sources. 
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Pursuant to this policy your company's 
name has been forwarded to (foreign en¬ 
tity's name and address) os per their re¬ 
quest os a producer of (Item description). 

Inasmuch as the ultimate decision. Insofar 
as patent rights and technical assistance ar¬ 
rangements are concerned, rests with the 
owner of the patents which may be involved 
and the United States producers of the item, 
no commitments can be or were made on 
behalf of the United States Government. 

No further action on this matter will be 
taken by this activity. However, It Is hoped 
that the Air Force has been of some assist¬ 
ance to you In establishing contact between 
your concern and a potential foreign source 
of (item). 

<e> If a request is received from a for¬ 
eign entity which contemplates produc¬ 
tion in other than a friendly country or 
if the AF item is classified, the request 
will be referred with recommendations 
to Hq USAP. attn: AFMPP. 

(t) The AP policy is to lend every as¬ 
sistance in identifying the interested 
parties and to aid United States private 
entities in processing an application to 
the United States Department of State or 
Commerce for export license or approval 
of a contemplated production and sales 
program abroad. The procedures out¬ 
lined in this section afford the Depart¬ 
ment of the Air Force ample opportunity 
at Hq USAP to make recommendations to 
the Department of Defense which, after 
review, forwards the Department of De¬ 
fense recommendations to the Depart¬ 
ment of State. The Department of State 
is the established and solely authorized 
United States Government instrumen¬ 
tality for final determination in respect 
to release of United States military end 
items for production and sale outside of 
the continental United States by foreign 
entities. 

9 1002.250 Price escalation for basic 
steel . aluminum , brass , bronze or copper 
mill products . lFB‘s for furnishing basic 
steel, aluminum, brass, bronze, or copper 
mill products will NOT contain a price 
escalation clause, except in those In¬ 
stances where the market condition is 
such that the contracting officer is cer¬ 
tain that all bids submitted would include 
an escalation provision. In the latter In¬ 
stance only, the clause specified in 
§ 7.206-1 of this title is authorized. For 
instructions as to when an award may be 
made on IFB s which call for price esca¬ 
lation. sec $ 1002.406-3 <e>. 

9 1002.251 Amendments to invitations 
for bids. Amendments, if Issued, will re¬ 
fer to the number, date of issue, and 
opening date of original invitation; will 
clearly indicate the nature of the changes 
made therein and the extension of the 
opening date, if any; and will be serially 
numbered as issued. For example, the 
first amendment would be Amendment 1. 

5 1002.252 Information to be fur¬ 
nished prospective bidders, (a) Infor¬ 
mation regarding supplies or services for 
which bids have been Invited w f lll be fur¬ 
nished on application to all potential bid¬ 
ders desiring It. except that information 
concerning classified projects will be fur¬ 
nished only as authorized. (For Infor¬ 
mation to bidders. see $ 1002.407.) 

(b> The estimated cost of the supplies 
included In an invitation will neither be 


furnished to prospective bidders nor will 
such information be shown on any copy 
of the invitation. 

(c) Except on classified projects, pro¬ 
spective bidders will be permitted to ex¬ 
amine the standard samples at the place 
where deposited, will be furnished with 
or allowed to examine plans and speci¬ 
fications of all work on which they desire 
to bid (a deposit may be required, if nec¬ 
essary) and will be furnished with any 
information they need to enable them to 
act understandingly. 

9 1002.253 Assistance not to be ren¬ 
dered. No person employed by or serving 
with the Department will render assist¬ 
ance to bidders in the preparation of 
bids. 

SUBPART C—SUBMISSION OF BIDS 

* 1002.301 Method of submission . 
While it is recognized that bids should 
be filled out, executed, and submitted by 
each bidder according to the instructions 
accompanying the appropriate bid forms, 
letter bids submitted in response to IFB's 
are acceptable provided such bids spe¬ 
cifically accept all the terms and condi¬ 
tions of the Invitation for bids and are 
otherwise responsive thereto, so that ac¬ 
ceptance by the Government will result 
in a mutually binding obligation. How¬ 
ever. in such a case the bidder must com¬ 
plete required forms prior to award If he 
is the successful bidder. 

9 1002.302 Time of submission —(a> 
Hand-carried late bids. It is the respon¬ 
sibility of bidders to see that their bids 
reach the designated office before the 
time fixed for the opening of bids. The 
purpose of this requirement is to give all 
bidders an equal opportunity, to prevent 
fraud, and to preserve the integrity of 
the competitive bid system. Conse¬ 
quently. bids hand carried by the bidder 
or his representative to the public open¬ 
ing and submitted after the contracting 
officer has declared that the time of open¬ 
ing has arrived will not be accepted by 
the contracting officer. This rule will be 
followed without regard to the length of 
time involved; for example, if the bid 
opening is scheduled for 11 a. m. and at 
that time the contracting officer has de¬ 
clared that the time of opening has ar¬ 
rived, any bid personally submitted 
thereafter by a bidder or his representa¬ 
tive will not be accepted even though 
It may be only one or two minutes late. 
Late arrival of a hand-carried bid, not 
clue to any fault or negligence of the bid¬ 
der. does not come within the terms of 
the Invitation for Bids excusing "late 
arrival due solely to delay in mails for 
which bidder was not responsible/' 

<b) Late btds received by mail. Late 
bids received by mail will be handled as 
follows: 

11) The exact date and hour of mail¬ 
ing such bids, as shown by the cancella¬ 
tion stamp or by the stamp of an 
approved metering device, will be re¬ 
corded in a ' Late Bid Book" maintained 
for that purpose. 

12) Such late bids will be considered 
provided they are received before the 
award has been made and provided the 
failure to arrive on time was due solely 
to a delay in the mail for which the bid- 
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del* wa & not responsible. When there is 
a reasonable doubt os to whether the 
failure to arrive on time was due solely 
to a delay in the mail, the local post¬ 
master will be requested to make a 
determination as to whether the bid 
would, except for delay in the mail, have 
been received prior to the time of open¬ 
ing Information received from the 
postmaster will be written on the 
envelope and authenticated by the signa¬ 
ture of the contracting officer. 

(3) The acceptable late bids will be 
opened and entered on the abstract of 
bids and so identified. 

i4) Unacceptable late bids will be held 
unopened until after the award is made 
or all bids rejected and will then be 
returned to the bidder with an explana¬ 
tory letter of transmittal. 

1 1002.303 Modification or withdrawal 
of bids —(a) Modification of bids. (1) 
As a general rule, bidders may not vary 
their proposals sfter bids are opened 
since this would nullify the entire pro¬ 
cedure of letting public contracts on an 
open competitive basis. For this reason 
the terms and conditions of the Invita¬ 
tion for Bids provide that no bid or 
modification of a bid received after the 
time set for opening will be considered; 
except that when a bid or modification 
arrives by mail after the time set for 
opening, but before award is made, and 
the Government determines that the late 
arrival was due solely to delay In the 
mails for which the bidder was not 
responsible, such bid or modification will 
be considered. Notwithstanding this 
rule and subparagraph (2) of this para¬ 
graph, a late modification of a low bid 
which results in a decrease in the con¬ 
tract price which the Government must 
pay for the supplies or services being 
procured may be considered since such a 
modification would be in no w*ay preju¬ 
dicial to the other bidders. 

(2) Although telegraphic bids will not 
be considered unless specifically author¬ 
ized in the Schedule, bids may be modi¬ 
fied by the telegraphic notice if such no¬ 
tice is received prior to the time set for 
the opening of bids. In addition a late 
telegraphic notice of modification will 
be considered if received before award is 
made and if the bidder proves to the sat¬ 
isfaction of the Government that: 

<i) The modification was deposited 
for transmission In time for receipt by 
normal transmission prior to the time 
set for the opening of bids; 

<il) The failure to arrive prior to the 
ttme set for the opening of bids was due 
to no fault or neglect on the part of the 
bidder; and 

<iii> The delay was attributable to an 
abnormal transmission time beyond the 
time usually required by normal trans¬ 
mission procedures. 

<3) Attempted modifications of bids 
by telephone will not be considered. 

(b) Withdrawal of bids . The terms 
and conditions of the Invitation for Bids 
provide that bids may be withdrawn by 
written or telegraphic notice received 
prior to the time set for the opening of 
bids. In addition, written withdrawals 
received late due to delay in the mails, 
and telegraphic withdrawals received 
late due to delay in transmission, will be 
No. 43—68-7 


considered if they meet the criteria es¬ 
tablished by paragraph Ca) of this sec¬ 
tion for the consideration of written and 
telegraphic modifications respectively. 
Attempted withdrawals by telephone will 
not be considered. 

SUBPART 0—OPENING OF §IOS AND AWARD 
Of CONTRACT 

5 1002.401 Opening bids—< a) Bid 
opened for purpose of identification. If 
on unidentified bid must be opened for 
purposes of identification, this will be 
accomplished only by a contracting offi¬ 
cer. After rescaling the envelope, the 
contracting officer will write on the en¬ 
velope an adequate explanation of the 
action, the date and time opened, and 
his signature. If a bid is opened by mis¬ 
take. the contracting officer will write 
on the envelope an explanation of the 
action, the date and time opened, and his 
signature. 

(b) Unclassified invitations. The con¬ 
tracting officer whose duty It is to open 
the bids will decide when the specified 
time lias arrived and so declare to those 
present. He will then personally and 
publicly open all bids received and. when 
practicable, read them aloud to those 
present. A record of each bid will then 
and there be made. 

(c) Classified invitations. The bid 
opening of a classified invitation for bids 
will not be accessible to the general pub¬ 
lic and no public record w*Ul be made of 
the bid price. However, the bid opening 
may be witnessed and the results re¬ 
corded by only those properly cleared 
representatives of properly cleared sup¬ 
pliers, if the supplier concerned was in¬ 
vited to bid on the invitation. 

<d) Numbering copies of bids. The 
contracting officer whose duty It is to 
open bids also will personally number one 
copy of each bid received serially in the 
order in which the bids were read and 
will retain these numbered copies in his 
possession or under the immediate su¬ 
pervision of an official of the Govern¬ 
ment. ns set forth in 5 2.401 of this title, 
until the accuracy of the abstract of 
bids (see 5 1002.402) has been verified. 

„(el Delegation and responsibility. The 
procedure described in paragraphs (a) 
through (d) of this section may be dele¬ 
gated to an assistant, provided the con¬ 
tracting officer retains full responsibility 
for the action of his subordinate. 

it) Pertinent questions. Pertinent 
questions asked at the opening will be 
answered fully, and the examination of 
bids by properly interested (and cleared, 
in the case of classified invitation) per¬ 
sons will be permitted as set forth in 
5 2.401 of this title, provided such action 
does not unduly interfere with the con¬ 
duct of Government business. 

5 1002.402 Recording of bids. (Ab¬ 
stract of bids.) 

(a) Procedure. For every invitation 
for bids, and abstract of bids will be 
prepared as soon a s practicable after bids 
lutve been opened or as soon as it is 
decided to cancel the invitation before 
opening bids. The abstract will set forth 
all qualifications, deviations, and/or 
riders included with the bids. 

5 1002.403 Rejection of bids—(a)Re- 
jection authorized to be made bp the 


contracting officer. <l) Where all bids 
are rejected by the contracting officer 
pursuant to his finding, in wilting, that 
the bids are not reasonable, or were not 
independently arrived at in open compe¬ 
tition, or are collusive, or were submitted 
in bad faith, he will so report to the 
Commander. AMC, attn: MCPl (see 
5 3.215 of this title). Reports of possible 
violations of the antitrust laws or any 
other Federal criminal statutes relating 
to procurement will be made. 

<2* The lowest bid will be rejected by 
the contracting officer if: 

<i) An item description contained in a 
bid. w r hen compared with the item de¬ 
scription in the Invitation for Bids, does 
not sufficiently describe the item being 
offered to assure that it complies with 
the IFB description or if the bid does 
not otherwise conform to the essential 
requirements of the IFB. 

<ii) The bidder is, at the time, de¬ 
barred or ineligible (see 8 1.603 (a) of 
this title); (for bidders in suspended 
status, see 8 1.605-3 (a) of this title). 

(iii) The bidder is unable to furnish 
satisfactory evidence that It is respon¬ 
sible: Provided, That if a performance 
bond has been required, rejection under 
this subdivision will be limited to those 
instances where a Facility Capability 
Report has been obtained according to 
Part 1052 of tills chapter and is negative. 
In addition, rejection will be subject to 
the approval of the Deputy Director/Pro¬ 
duction, Hq AMC. or in his absence the 
Assistant Deputy Director/Production, 
Hq AMC. A favorable FCR will be con¬ 
sidered as evidence that the bidder is 
responsible. Determination of whether 
the bidder is responsible in the sense of 
being ’ financially and otherwise able to 
perform’* (see ASPR 8 2.406-3 of this 
title) will take into account the follow¬ 
ing factors: 

(a) The bidder’s experience (skill of 
supervisory and operating personnel in 
work of the kind or type being procured). 

(b) The reputation of the bidder (ac¬ 
tual performance as to quality and de¬ 
livery on previous Government contracts 
or delinquent deliveries on current con¬ 
tracts). 

(c) The adequacy of the bidder's fa¬ 
cilities to perform the w r ork (sufficient 
machine tools, dies. Jigs, gauges, build¬ 
ings. inspection procedures, etc.), 

<d) The adequacy of the bidder’s fi¬ 
nancial resources to do the work, taking 
into consideration the delivery schedule, 
inventories, and payment rate on the 
proposed procurement. 

(e> The adequacy of the number of 
personnel employed (engineers, labora¬ 
tory technicians, toolmakers, machinists, 
etc,). 

(3) All bids will be rejected and the 
Invitation for Bids canceled after open¬ 
ing but prior to award upon written de¬ 
termination by the contracting officer 
that the requirements of §2.201 (d) of 
this title have not been met. If a claim 
or protest is made after that the require¬ 
ments of 12.201 (d) of this title have 
not been met. see f 1002.407 (g). 

(b) Manufacturer or regular dealer. 
When the lowest bid is from a firm which 
Is not a manufacturer or regular dealer 
and It Is considered desirable to reject 
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such bid. roquet will be made to the 
Commander, AMC, for authority to re¬ 
ject this bid and to authorize the award 
to the next lowest bidder. In forward¬ 
ing such requests, contracting officers 
will be careful to verify all statements 
contained therein which are given as the 
basis for rejection, so there may be no 
Just cause for complaint. 

(c) Nonresponsive bids. Deviations In 
bids from the requirements of the adver¬ 
tised specifications which go to the sub¬ 
stance of the bid so as to affect either 
the price, quantity, or quality of the 
articles offered, and. therefore, are pre¬ 
judicial to the rights of other bidders, 
make such bids nonresponsive. Exam¬ 
ples of nonresponsive bids are the 
following: 

(1) Modifications of the item dcscrip* 
tion. Bids which deviate from the ad¬ 
vertised specification relative to the 
design or components of the end item 
ordinarily will be found to go to the sub¬ 
stance of the bid and. therefore, nor¬ 
mally must be rejected. Bidders will not 
be permitted to modify bids containing 
touch deviations after the opening of 
bids since such modification would be 
equally prejudicial to the rights of the 
other bidders. 

(2) Modifications of delivery sched¬ 
ules , Normally the Invitation for Bids 
for supplies will set forth a desired deliv¬ 
ery schedule and a somewhat longer 
maximum delivery schedule. A low bid 
offering a delivery schedule exceeding 
the desired delivery schedule but not 
exceeding the maximum delivery time 
specified in the IFB will not be rejected 
even though some other bidder may 
have offered to meet the desired deliv¬ 
ery schedule. However, a low' bid offer¬ 
ing a delivery schedule exceeding the 
maximum delivery time specified in the 
IPB (or exceeding the required delivery 
schedule if the special provision in 
l 2.2002-2 of this title and ( 1053.102 of 
this chapter has been used in the IFB) 
will be rejected as nonresponsive to the 
Invitation since such a longer delivery 
schedule must be presumed to have pro¬ 
duced a lower price and thus to be preju¬ 
dicial to the rights of the other bidders. 
Similarly, a bid which offers a condi¬ 
tioned delivery schedule, such as “I will 
meet the Government s desired delivery 
schedule if I am able to get materials 
without delay," will be rejected as non¬ 
responsive (see subparagraph < 3 ) of this 
paragraph). 

(3) Conditional or qualified bids. 
Where a bidder attempts to condition or 
qualify its bid by stipulations not con¬ 
tained in the advertised requirements 
which modify those requirements, the 
bid will be rejected as nonresponsive to 
the Invitation for Bids »but see §2.204 
of this title and § 1002.404 >. For exam¬ 
ple, a bid will be rejected if it Includes 
special provisions materially qualifying 
the terms of the Invitation for Bids, 
such as: 

(l) A provision that in the event un¬ 
satisfactory material is delivered to the 
Government under the contract, the only 
remedy of the Government will be rescis¬ 
sion of the contract and return of the 
material; (this would deviate from the 
Default clause). 


RULES AND REGULATIONS 

(ID A provision requiring the Gov¬ 
ernment to make payment within & spec¬ 
ified time after delivery; (this would de¬ 
viate from the Payments clause). 

(ill) A provision requiring the Gov¬ 
ernment to determine whether the prod¬ 
uct offered compiles with specifications, 
such as "I will deliver my part number 
1775 w hich shall be considered to comply 
with specifications:" (normally, the bur¬ 
den of determining whether an item of¬ 
fered complies with specifications rests 
with the bidder unless the Government 
requests samples (see {§ 1002.403-51 and 
1002.2003-4); or unless the Government 
requests descriptive literature and the 
noncomplying feature is clearly specified 
in the literature submitted (sec 55 1002 .- 
403-52 and 1002.2003-5). 

§ 1002.403-50 Refection of bids be¬ 
cause of internal administrative Air 
Force difficulties. This section estab¬ 
lishes the procedure to be followed when, 
after LFB's have been distributed, in¬ 
ternal administrative difficulties are en¬ 
countered which may result in: (a) Can¬ 
cellation of the requirement, <b) rejec¬ 
tion of all bids, or (c) a prolonged delay 
in making award. The primary objective 
of the procedure is to eliminate ne¬ 
cessity of readvertising a procurement 
covering on identical requirement shortly 
after all bids have been rejected because 
of internal administrative difficulties 
which, when resolved, do not in any 
way affect the bid prices submitted by 
bidders. 

<1 ) Difficulties encountered prior to 
bid opening . Immediate action will be 
taken to amend the IFB to extend the 
bid opening date for a sufficient time to 
allow for the elimination of the difficul¬ 
ties prior to bid opening. 

(2) Difficulties encountered after bid 
opening . (i) Bids will not be rejected 
until difficulties have been resolved or It 
is determined they cannot be resolved. 

<ii> Bids received will be evaluated 
and the lowest responsible bidders) 
determined. 

(ill) If it becomes apparent that the 
difficulties cannot be resolved In time to 
assure award of a contract( 8 ) prior to 
the expiration of the bid acceptance 
period, action will be taken to obtain 
from the lowest responsible bidder(s) 
an extension of the bid acceptance 
period (s). 

<iv) Failure to resolve the adminis¬ 
trative difficulties and effect award of 
the contract(s) to the lowest responsible 
bidder prior to the expiration of the bid 
acceptance period (or any unqualified 
extensions thereto) will be cause for re¬ 
jection of all bids and readvertisement. 
Award to other than the lowest respon¬ 
sible bidder is not authorized. 

§ 1002.403-51 Samples . (a) Samples 
will not be requested except w'hen they 
are absolutely necessary to evaluate bids. 
When samples are required as necessary 
for evaluation of bids, the Invitation for 
Bids w'lll set forth this requirement and 
will state that failure of a bidder to fur¬ 
nish samples will result in rejection of 
that bid. When samples arc required* 
the Invitation for Bids will also provide 
that, if a bidder has previously offered 
a product which has been previously pro¬ 


cured or previously tested so that fur¬ 
ther testing of a sample would not add 
to the Government’s knowledge of the 
acceptability of the product, the require¬ 
ment for furnishing samples may be 
waived as to that bidder. 

(b> Under an Invitation for Bids which 
requires the submission of samples <see 
1 1002.2003-4). a bid w T hlch complies with 
the specification as advertised, but is 
accompanied by a sample which fails to 
meet such specifications, will be rejected 
as nonresponsive since an award would 
only bind the bidder to perform in ac¬ 
cordance with the sample. 

§ 1002.403-52 Descriptive literature. 
The provisions of §1002.403-51 arc 
equally applicable if the Invitation for 
Bids called for the furnishing of descrip¬ 
tive literature (see § 1002.2003-5) rather 
than samples. 

§ 1002.404 Minor informalities or ir¬ 
regularities in bids—(a) General. The 
terms and conditions of the Standard 
Forms for Invitations for Bids reserve to 
the Government the right to waive any 
minor informality or irregularity in bids 
received. The informalities or irregular¬ 
ities w hich a contracting officer properly 
may waive are those of form and not of 
substance. or some immaterial and in¬ 
consequential defect in or variation of a 
bid from the exact requirements of the 
Invitation for Bids such as would not 
affect either the conformity of the 
equipment to the advertised specifica¬ 
tions or the accountability or liability of 
the contractor to the Government In the 
event of delays or failure to perform. 
An express and positive condition im¬ 
posed by a bidder which does, or may. 
materially affect the rights of the parties 
under the intended contract docs not fail 
within this definition. For example, a 
contracting officer will not waive as an 
"informality," or permit the bidder to 
correct after bid opening, a condition im¬ 
posed by the bidder for the purpose of 
limiting liability in the event of delay or 
failure to perform to such an extent as 
to restrict materially the rights of the 
Government. The primary question is 
whether the deviation proposed goes to 
the substance of the bid so os to affect 
price, quantity or quality of the end items 
offered, or is merely a matter of form or 
some other immaterial variation from 
the exact requirements of the Invitation 
for Bids such as would not affect price, 
quantity, or quality. 

<b) Bids: lack of signature . The de¬ 
cisive question in coses where the bid is 
not signed is whether acceptance of the 
bid as submitted will effect a contract 
binding on the bidder. Tlius, generally, 
the failure of a bidder to sign a bid. even 
though It bears a typewritten signature, 
is a substantive defect which may not be 
waived after the opening of bids. How¬ 
ever. some firms have formally adopted 
or authorized the execution of documents 
by a typewritten, printed, or rubber- 
stamped signature and where such au¬ 
thorization is In effect no written signa¬ 
ture is necessary. Also, an unsigned bid 
may be accompanied by other material 
which clearly indicates the bidder’s in¬ 
tention to be bound by the unsigned bid 
document, in which case the failure to 
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sign the bid may be treated as a mere 
informality; for example, the submission 
of a bid bond, or letter forwarding a 
sample, signed by the bidder and refer¬ 
ring to and clearly identifying the bid 
itself. 

(c) All-or-none qualifications. A bid 
is not rendered nonresponsive by the 
fact that the bidder specifies that award 
will be accepted only on all. or a specified 
group, of the items included in the Invi¬ 
tation for Bids. However, such all-or- 
none qualifications go to the substance of 
the bid and bidders submitting bids con¬ 
taining all-or-none qualifications will 
not be permitted to withdraw or modify 
those qualifications after the opening of 
bids. 

<di Acknowledgment of receipt of 
amendments . A bid which fails to ac¬ 
knowledge receipt of all amendments to 
the Invitation for Bids, as required by 
the Invitation, usually places the bidder 
in a position to elect, after the opening 
of bids, to acknowledge the receipt or to 
avoid award by denying receipt; there¬ 
fore. such a bid will be rejected as non¬ 
responsive unless the bid as received 
clearly indicates that the bidder must 
have received all amendments (for ex¬ 
ample. when only one amendment was 
issued, which added an item to the Invi¬ 
tation. and the bid quotes a price for 
that item) In which ca c the failure to 
formally acknowledge receipt may be 
waived as an informality. Similarly, if 
a representative of the bidder who is au¬ 
thorized to bind the bidder states to a 
responsible Government employee, prior 
to the opening of bids, that all the 
amendments were received, identifying 
them to assure that there is no misun¬ 
derstanding. that statement may be con¬ 
sidered to be the required acknowledg¬ 
ment. Finally, failure to acknowledge 
an amendment which clearly could have 
no effect on price, quantity, or quality 
(an amapdment changing only Govern¬ 
ment administrative data, for example) 
may be waived as a minor informality. 

<e* Failure to furnish a bid bond. A 
bidder's failure to furnish a bid bond, if 
required by the Invitation for Bids, may 
be waived by the contracting officer, and 
the bidder permitted to furnish the bond 
late, only if investigation establishes 
clearly that failure to furnish the bid 
bond with the bid was due solely to over¬ 
sight or some other excusable cause and 
not due to the bidder’s Inability to obtain 
a bid bond because of its financial status 
or some similar reason. 

1 1002.405 Mistakes in bids. After 
the opening of bids, contracting officers 
will examine all bids for mistakes. In 
cases of obvious error, and in cases where 
the contracting officer lias reason to be¬ 
lieve that a mistake has been made, he 
will request from the bidder a verifica¬ 
tion of the bid. If the bidder alleges a 
nhatake. the matter will be processed as 
**l forth in 9 2.405 of this tiUc. All of 
the foregoing action will be taken before 
the award is made. 

$ 1002.405-1 Obvious or apparent 
mistakes of a clerical nature. Additional 
examples of obvious or npparent mis¬ 
takes are; error in extension of unit 
Prices, error in designation of unit, and 
transportation of prices for delivery 
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f. o. b. origin and f. o. b. destination. If 
the contracting officer corrects an obvi¬ 
ous or apparent mistake of a clerical na¬ 
ture pursuant to I 2.405-1 of this Utlo, 
he will include in the contract file a writ¬ 
ten statement of the action taken. 

9 1002.405-2 Mistakes disclosed after 
opening and prior to award other than 
obvious or apparmt mistakes of a cleri¬ 
cal nature. (a) The authority In 
9 2.405-2 of this title to make adminis¬ 
trative determination in connection with 
mistakes in bids is based upon the estab¬ 
lishment of clear and convincing evi¬ 
dence. In order to authorize the correc¬ 
tion of an allegedly erroneous bid after 
the bids have been opened, the records 
submitted should contain the best evi¬ 
dence available conclusively establishing 
not only the existence of error, but Its 
nature, how it occurred, and what the 
bidder actually intended to bid. A mere 
statement that the administrative offi¬ 
cials themselves are satisfied that an 
error was made ordinarily will not suf¬ 
fice. The question of whether a bidder 
may change a bid after the bids have 
been opened—because of error therein— 
always presents a matter of serious con¬ 
cern in a factual situation. The form of 
such evidence necessarily will vary with 
the circumstances of particular cases, 
but it should always be the best evidence 
available. 

(b) (1) No Implementation. 

(2) No implementation. 

(3) Headquarters USAF letter March 
3. 1955. granted a deviation as follows: 
“Authority Is hereby granted to deviate 
from 32 CFR 2.405-2 (b) (3). The au¬ 
thority for ma king the determinations 
set forth in 32 CFR 2.405-2 (a) may be 
vested in the Deputy Director of Pro¬ 
curement. Headquarters. AMC, and in 
his absence in the Assistant Deputy Di¬ 
rector of Procurement.” 

(c) Each proposed determination will 
be reviewed by the Staff Judge Advocate, 
Hq AMC. prior to issuance. 

id) <1> In the case of any suspected 
mistake in bid. the contracting officer will 
immediately contact the bidder in ques¬ 
tion and request him to examine again 
the requirements of the Invitation for 
Bids, together with the bfd which he has 
submitted, for purpose of verifying this 
bid. If the bid is verified, the contract¬ 
ing officer will consider the bid as orig¬ 
inally submitted. There may be cases 
where the bid is conditioned upon ac¬ 
ceptance within such a fixed time that 
the bid will probably expire by its terms 
before a decision can be received from Hq 
AMC. The proper course is for the con¬ 
tracting officer to request from the bidder 
an extension of Ume for acceptance of 
the bid so as to allow the decision to be 
made prior to expiration. If a mistake 
Is alleged the contracting officer will 
request the bidder to make a written re¬ 
quest indicating its desire to withdraw 
or modify the bid. The bidder’s request 
will be supported by sworn statements 
(If possible) concerning the alleged mis¬ 
take and be complete to the extent of in¬ 
cluding all evidence such as bidder's file 
copy of the bid. the original work sheets 
and other data used In preparing the bid, 
subcontractor’s quotations published 
price lists, and any other evidence which 
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conclusively establishes the existence of 
the error, how it occurred, and the bid 
actually Intended. 

(2 > If. upon receipt of an allegation by 
a bidder of a mistake in bid, together 
with supporting evidence, the contract¬ 
ing officer is of the opinion, based on a 
review of the evidence submitted and 
other relevant data, that the bidder 
should not be authorized to modify or 
withdraw Its bid, he will so Inform the 
bidder and ask whether the bidder wishes 
to withdraw the allegation of mistake. 
Contracting officers will not attempt to 
dissuade bidders from their allegations 
of mistake by adopting an arbitrary atti¬ 
tude. All cases where the contracting 
officer is of the opinion that withdrawal 
or modification should be allowed and all 
cases where the bidder declines to with¬ 
draw the allegation of mistake will bo 
submitted to Hq AMC for decision. 

(3) When the bidder fails or refuses 
to furnish evidence in support of a sus¬ 
pected or alleged mistake and the con¬ 
tracting officer must consider the bid in 
the form submitted the contract file will 
be documented to show the attempts 
made to obtain information In support of 
the suspected or alleged mistake. 

(el The data required by 5 2.405-2 (e> 
of this title will be submitted in the most 
expeditious manner to the Commander, 
AMC. attn: MCPPP. marked “Immed¬ 
iate Attention—Mistake in Bid.” Pur¬ 
chase Policy Staff Division (MCPPP). Hq 
AMC, will evaluate the facts presented 
and prepare an administrative determin¬ 
ation according to 8 2.405-2 (a) of this 
title for signature of the administrative 
official designated in paragraph (b) (3> 
of this section. 

(f) In addition to 8 2.405-2 fg> of this 
title, copies of all administrative deter¬ 
minations will be included in the official 
contract file. If modification is author¬ 
ized and award Is made to the bidder 
alleging the mistake, a copy of the deter¬ 
mination will be furnished to the finance 
officer to support payment. 

8 1002.405-3 Disclosure of mistakes 
after award, (a) When a mistake In a 
contractor’s bid is not discovered until 
after the award, the situation is similar 
to that of a mistake in a negotiated con¬ 
tract which Is not discovered until after 
the contract has been signed. In such 
cases the method of correction depends 
primarily on what effect correction of tho 
mistake would have. If correcting the 
mistake would make the contract more 
favorable to the Government, the mis¬ 
take may be corrected by a supplemental 
agreement. 

(b> If correcting the mistake would 
make the contract less favorable to the 
Government, the contracting officer will 
refer the case, as specified In paragraph 
(c> of this section to Hq AMC. together 
with the following data: 

<1> A copy of the contract containing 
the mistake. 

(2) A copy of the invitation and or the 
bid (if separate from subparagraph (1) 
of this paragraph). 

(3) An abstract or record of the bids 
received. 

(4) A written statement by the con¬ 
tractor specifying the relief requested 
together with supporting evidence, in- 
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eluding work shee ts and other original 
papers, of the existence of the mistake 
and the manner in which it occurred* 

(5) A written statement by the con¬ 
tracting officer <t> describing the supplies 
or services involved <ii) specifying how 
and when the alleged mistake was dis¬ 
covered (111) specifying how the alleged 
mistake occurred such as through clerical 
or mathematical error in the contracting 
office or through an error in the bid. 11?> 
summarizing the evidence submitted by 
the contractor, (v) submitting any addi¬ 
tional evidence considered pertinent, and 
(vi) indicating whether any contract 
amendment is recommended. If an 
amendment is recommended the written 
statement will also recommend exact 
contract language to accomplish the 
amendment. 

(c) The data required by paragraph 
(b) of this section will be submitted to 
the Commander. AMC, attn: MCPPJS-2, 
who will take appropriate action accord¬ 
ing to Part 1056 of tills chapter concern¬ 
ing correction of mistakes in contracts 
pursuant to Title n of the First War 
Powers Act as amended (55 Stat. 839; 
50 U.S. C. App. 611). 

(d) Correction of mistakes under 
paragraph (b) of this section involving 
the sale of Government-owned surplus 
property will be processed to the Comp¬ 
troller General according to ft 1056.004 
(a) of this chapter. 

f 1002.406 Auxircf. (a) When a con¬ 
tracting officer has invited and received 
bids he will, subject to such further ap¬ 
proval as may be required, make the 
award and execute the necessary papers 
unless all bids ore rejected. 

<b) When bids are received by a con¬ 
tracting officer not authorized to make 
the award, the bids and the abstract of 
bids will be forwarded to the officer au¬ 
thorized to make the award (approving 
officer), with recommendations as to the 
bidder to whom the award should be 
made. 

5 1002.406-1 Responsible bidder. 
Within AMC. determination of bidder re¬ 
sponsibility is accomplished by obtaining 
a Facility Capability Report according to 
Part 1052 of this chapter. This section 
is optional for use by other AP com¬ 
mands but will be used whenever doubt 
exists as to the responsibility of bidders 
to whom award Is otherwise contem¬ 
plated. See ft 1002.403 (a) (2) Oil). 

5 1002.406-2 Discounts, (a) When 
bids otherwise equal offer the same dis¬ 
count rate, the bid offering the longer 
discount period will be accepted. 

<b) The omission In a bid of a speci¬ 
fied period within which a cash discount 
may be taken does not invalidate the 
offer since award to the bidder gives the 
Government the right to deduct the dis¬ 
count from any payments made within a 
reasonable time. No attempt to cure the 
omission will be made in this situation. 

ft 1002.406-3 Other factors to be con¬ 
sidered—(a) General. (1) The term 
“price and other factors considered” con¬ 
templates that in making an award the 
Government will consider not only the 
prices offered but also the ability of the 
bidder to perform (sec ft 2.406-1 of this 


title and ft 1002.406-1) and any cost fac¬ 
tors which will affect the overall cost to 
the Government. However, acceptance 
of other than the lowest bid is not au¬ 
thorized simply because the supplies or 
materials offered are of a better quality 
than those offered by the lowest bidder 
so long as those offered by the lowest bid¬ 
der meet the quality requirements, if any, 
specified In the IFB 

(2) The selection of proper evaluation 
factors is considered to be the most im¬ 
portant Judgment area of the contract¬ 
ing officer in the preparation of IFB’s. 
It is only through these factors that the 
best interests of the Government may be 
served. However caution must be ob¬ 
served to insure that Invitations to pros¬ 
pective bidders do not impose conditions 
or restrictions w hich tend to limit com¬ 
petition unless such restrictions are re¬ 
quired by statute or otherwise permitted 
in the public interest. Bids may not be 
evaluated on any basis not provided for 
in the Invitation for Bids, except that 
cost of delivery may be considered in 
determining award whether expressly 
stated in the IFB or not. 

(3) The use of formal advertising 
should not be avoided merely because the 
item to be procured is particularly com¬ 
plex or because normally only experi¬ 
enced firms have been able to fabricate 
the article. Reliance on the Facility 
Capability Report is normally Justified in 
these cases. There may, however, in un¬ 
usual instances be specialized procure¬ 
ments where it is known that some prior 
exp erien ce is essential. In such cases 
the IFB may require bidders to supply 
information concerning prior experience, 
and other suitable language as to quali¬ 
fications required may be included in the 
IFB. (£cc ft 1002.2003-3.) 

(b) Transportation costs. In connec¬ 
tion with bids submitted on an f. o. b. 
origin basis, transportation costs be¬ 
tween the source of supply and the desig¬ 
nated destination point or points will be 
considered In determining the lowest es¬ 
timated cost to the Government. To 
facilitate the evaluation of bids and pro¬ 
posals and to insure accurate analyses 
contracting officers will request the ad¬ 
visory services of local transportation 
officers to assist in determining the low*- 
est possible transportation costs to a 
given point. (See ft 1.306-1 of this title.) 

<c) Qualified products. If the Gov¬ 
ernment wishes to limit a particular pro¬ 
curement to qualified products, the IFB 
should state that a qualified product is 
required. (Sec ft 2.505-2 of this title.) 

<d) Multiple awards. Advantages or 
disadvantages to the Government that 
might result from making multiple 
awards will be considered if the “Notice 
to Bidders* 1 was included in the IFB. 
This factor will not be considered in bid 
evaluation if the referenced notice was 
not included in the IFB. In evaluating 
bids where multiple aw ard is appropriate 
the cost of issuing and administering an 
advertised contract will be considered to 
be $50. (The above procedures are In¬ 
applicable to disposal sales.) The fol¬ 
lowing examples will serve as a guide: 

(1) An award will be made to the low¬ 
est responsible bidder on each item ex¬ 
cept where a bidder is low by a total of 


$50 or less; In the excepted case, award 
will be made to the next low bidder 
receiving award on some other item. 
Illurtr&tlon No. 1—One award: 


A 

B 

C 

Item 1..$500 

•515 

•510 

Item 2__. 705 

700 

710 

Item 3..__. 300 

290 

260 

1.505 

1,505 

(1.500) 


In this illustration no bidder was low on 
any item by more than $50. Accordingly 
award would be made on the total 
amount rather than by Individual items. 


Illustration No. 2—Two awards: 



A 

B 

C 

Item 1... 

(•450) 

$615 

•510 

Item 2_ ... 

700 

(040) 

710 

Item 3 -..._..... 

300 

(290) 

265 


1. 450 

1. 545 

1.505 


In this illustration Bidder A was $60 low 
on item 1 and Bidder B was $60 iow on 
item 2, so award will be as indicated on 
these items because the bids mentioned 
were lower for these items than the $50 
contract cost differential to be consid¬ 
ered. Since Bidder C was low on item 3 
in an amount of only $5 no award can 
be contemplated to be made to that low 
bidder because no bid was low by an 
amount less than the $50 contract cost 
differential Accordingly award on this 
item should be made to that successful 
bidder on items 1 or 2 at the lowest cost 
to the Government, in this case Bidder B. 
When award is made in this manner, the 
reason for rejection of the low' bid on 
item 3 will be stated on the abstract of 
bids and Standard Form 1036 as follows: 
“Low* bid on Item 3 rejected as multiple 
award is not considered to be in the 
interest of the Government as contem¬ 
plated by 32 CFR 2.406-3(0.” 


Illustration No. 3—Two Awards: 


A 

B 

C 

Item 1.($450) 

$650 

$510 

Item 2__ 700 

(040$ 

710 

Item 3__ 300 

(290) 

265 

Item 4__ 

(120) 

100 

1.450 

1,660 

1.605 


In this illustration Bidder A was $60 low 
on item I and Bidder B was $60 low on 
item 2, so award will be indicated on 
these items because the bids mentioned 
were lower for these items than the $50 
contract cost differential to be consid¬ 
ered. Since Bidder C was low on item 
3 by $5. low on item 4 by $20. amJ 
on the total of Item 3 and 4 by $25. no 
award can be contemplated to be made 
to that low bidder because his iow bids 
were low by a total amount of less than 
$50 contract cost differential. Accord¬ 
ingly. award on these items should be 
made that successful bidder on items 1 or 

2 at the lowest cost to the Government, 
in this case Bidder B on both items. 
When award is made in this manner, rea¬ 
son for rejection of the low bids on item?* 

3 and 4 will be stated on the abstract of 
bids and Standard Form 1036 as fol¬ 
lows: “Low bids on Items 3 and 4 re¬ 
jected as multiple award is not consid¬ 
ered to be in the interest of the Govern¬ 
ment as contemplated by 32 CFR 
2.406-3 <f> ” 

(e) Price escalation. When bids are 
received that include price escalation 
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which. If added to the base price, will still 
result in a lesser bid price with maxi¬ 
mum escalation than that offered by a 
bidder submitting a fixed-price bid. 
award will be made to the bidder whose 
net cost is the lowest to the Government, 
provided the bid is responsive and de¬ 
termined satisfactory to the Government 
with respect to all factors in the invita¬ 
tion. This applies to invitations for bids 
which do not provide for escalation. (See 
8 1002.250.) 

8 1002.407 Information to bidders — 
(a) Responsibility of contracting offi¬ 
cers. Before giving the information to 
representatives of bidders, the contract¬ 
ing officer will satisfy himself that in¬ 
formation furnished is for the exclusive 
use of the bidder and that it will not 
come into the hands of persons not au¬ 
thorized to receive it, (For information 
to be furnished prospective bidders, see 
8 1002.252.) 

<b> Information concerning awards 
made. (1) After a source has been se¬ 
lected and the contractor has been noti¬ 
fied of an award of an advertised con¬ 
tract. the contracting officer will 
notify unsuccessful bidders that their bid 
was not accepted, and extend the appre¬ 
ciation of the procuring activity for the 
interest the unsuccessful bidder has 
shown in submitting a bid. 

(2) In the case of classified invitations, 
information regarding the name of the 
successful bidder and the contract price 
will be furnished only to unsuccessful 
bidders or suppliers invited to bid, and 
then only upon request. No Information 
regarding a classified opening may be 
furnished by telephone. 

<3> Cost breakdowns or other cost or, 
profit information submitted by any 
supplier will NOT be revealed to any 
other supplier. 

Mi if a request is received from an 
inquirer who is not a bidder or repre¬ 
sentative of a bidder concerning an un¬ 
classified invitation for bids, the con¬ 
tracting officer may furnish the names of 
the successful bidders and the prices at 
which awards w r ere made. Where such 
requests require a large amount of work, 
the inquirer will be informed where a 
copy of the abstract of bids may be seen 
by a representative of his office. 

*5) The procedures set forth in this 
section are not intended to apply to re¬ 
quests for general information concern¬ 
ing purchases made over extended pe¬ 
riods of time, such as one for information 
on the number of parachutes purchased 
during a year and the prices paid there¬ 
for. Such requests will be returned and 
the inquirer informed that it is not AF 
Policy to compile and disseminate such 
information. 

<c> Notice of protest against award. 
'1> Notice will be given promptly to all 
bidders affected of any protest or objec¬ 
tion against the awarding of a contract 
to any particular bidder so that, if the 
Interested parties desire, they may take 
action in their own behalf before further 
steps are taken in the matter of award- 
lng the contract. 

<2> Contracting officers will accept all 
protests or objections to the award of a 
contract whether submitted by a bidder 
or nonblddcr. If the protest is submit¬ 
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ted orally, the contracting officer will ad¬ 
vise the protestor that this subchapter 
requires the protestor to confirm his pro¬ 
test in writing within such time as the 
contracting officer may require and that 
award will be withheld at least until 
that time has expired. If the written 
protest is not received within the re¬ 
quired time, the oral protest may be dis¬ 
regarded and award made in the normal 
manner unless the contracting officer, 
upon investigation, believes that reme¬ 
dial action is required, in which event 
such action will be taken. If the written 
protest is received within the required 
time, the contracting officer will investi¬ 
gate the matter and decide whether the 
protest is. in his opinion, valid. If his 
conclusion is affirmative, he will take 
necessary action to rectify the erroneous 
action. If his conclusion is negative, the 
contracting officer will make a wTitten 
statement of his opinion in the matter, 
supported by copies of all pertinent 
papers. The contracting officer will sub¬ 
mit the protest and statement directly to 
the Director of Procurement and Pro¬ 
duction. Hq USAF. for submission to the 
Comptroller General for decision. The 
contracting officer will be guided by the 
decisions of the Comptroller Oeneral. 
Previous Comptroller General decisions 
on this subject arc as follows: 13 Comp. 
Gen. 315 and 16 Comp. Gen. 497. Sub¬ 
mission of protests to the Comptroller 
General under this section may be dis¬ 
pensed with by the contracting officer if 
he is satisfied that the protest is without 
any reasonable degree of foundation or 
that it was made solely to obstruct and 
hinder the contracting officer or the 
otherwise successful bidder. In such 
case, the contracting officer on his own 
responsibility, or after asking such ad¬ 
vice as he may desire, may disallow the 
protest, advising the protestor in 
writing. 

<d) When all bids are refected. When 
decision has been made to reject all bids, 
the contracting officer will, if otherwise 
expedient, inform each bidder of the 
fact that all bids have been rejected and 
the reason for such action. When it is 
necessary to reject all bids on a construc¬ 
tion project IFB on the basis that they 
are too high, the Government’s estimate 
of the construction project will also be 
furnished to each bidder. 

te) Protest after award . If a claim 
or protest is made after award that the 
requirements of 5 2.201 (d) of this title 
have not been met, the matter will be 
forwarded promptly to Director of Pro¬ 
curement and Production, Hq USAF. 
through the Commander, AMC, attn: 
MCPPP, with a full statement of the 
facts and recommendations with respect 
to the consideration and disposition of 
such claim or protest. 

5 1002.408 Synopses of contract 
awards . 

5 1002.408-50 Preparation and trans¬ 
mittal of synopses. Purchasing offices 
will prepare and send one copy of synop¬ 
ses to the addressees below. The synop¬ 
sis will be forwarded before the close of 
business at the end of each week. It will 
be sent by airmail or ordinary mail, 
whichever is considered most expedi¬ 
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tious. Negative summaries are not 
required. 

(a) U. S. Department of Commerce. 
433 West Van Burcn Street. Room 1300, 
Chicago 7. Ill. 

(b) Procurement Information Center, 
Office of the Deputy Chief of Staff for 
Logistics. Department of the Army, 
Room 732, Old Post Office Building, 
Washington 25, D. C. 

5 1002.450 Distribution of bids and ab¬ 
stracts —(a) Contracting officer . • The 
original of all rejected and unsuccessful 
bids, a copy of the accepted bid, and a 
copy of the abstract of bids will bo 
retained by the contracting officer. 

<b) Procurement information center . 
Within 3 working days after bids have 
been opened and final action taken, or 
after it is decided to cancel the invitation 
before opening bids, a copy of the ab¬ 
stract will be mailed directly to the Pro¬ 
curement Information Center (see 
5 1002.408-50 (b) for address). 

SUBPART I—QUALIFIED PRODUCTS 

I 1002.503 Qualification of products . 

5 1002.503-1 Opportunity to qualifiy . 
(a) The Directorate of Engineering 
Standards. Wright Air Development 
Center. ARDC. Issues a daily activity re¬ 
port which lists and identifies all specifi¬ 
cations covering commodities requiring 
qualification testing which are used by 
the Air Force. Using this daily report as 
its notification. Contract Distribution 
and Files Branch < MCPSD >, Hq AMC. 
and the responsible office at AMC field 
procurement activities will notify all 
known manufacturers by letter stating 
the AF policies on procurement of quali¬ 
fied products and encouraging interested 
manufacturers to contact the Directorate 
of Engineering Standards. Wright Air 
Development Center. ARDC. for engi¬ 
neering data, specifications, and instruc¬ 
tions for authorization of tests. MCPSD 
also will forward each specification num¬ 
ber. nomenclature, and name of qualified 
activity, listed in the daily activity report, 
to the U. S, Department of Commerce, 
Room 1300, 433 West Van Buren Street, 
Chicago 7. Ill., for publication In the daily 
•‘Synopsis of U. S. Government Proposed 
Procurement, Sales and Contract 
Awards.” 

(b) Unlisted manufacturers request¬ 
ing to be added to the bidders’ mailing 
list as manufacturers of products covered 
by a Qualified Products List will be 
informed by MCPSD and the responsible 
office within AMC field procurement Ac¬ 
tivities of the AF policies on procurement 
of qualified products. 

5 1002.504 Qualified products lists . 

5 1002.504-50 Extension of qualifica¬ 
tion. Unless qualification is extended as 
stated in this section, qualification will 
apply only to the product manufactured 
at the plant which produced the sample 
tested. The AF activity responsible for 
this qualification may extend it to the 
identical product made by other plants 
of the same manufacturer or by plants of 
his subcontractor, after it lias ascer¬ 
tained either of the following: 

<a) By inspection or test of this iden¬ 
tical product, it is equal In all respects to 
the qualified product. 
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(b> Quality control and processing 
standards at these other plants are high 
enough to guarantee a product equal in 
all respects to the qualified product. This 
finding usually will be based upon inspec¬ 
tion of these plants. 

9 1002.505 Procurement of qualified 
products. 

5 1002.505-2 Solicitation of bids. The 
following specific provision will be in¬ 
serted in IFB's when soliciting bids in¬ 
volving qualified products: 

Qualified products; With respect to prod¬ 
ucts requiring qualification, awards will be 
made only for such products as have, prior 
to the time set for opening of bids, been 
tested and approved for Inclusion in the 
Qualified Products List (insert here the title 
of the applicable Federal or Military Qualified 
Products List or Lists), whether or not such 
products have actually been so listed by that 
dale. Manufacturers are urged to communi¬ 


cate with the (insert here the name and 
address of the applicable office) and arrange 
to have the products that they propose to 
offer tested for qualification. Manufacturers 
having products not yet listed, but which 
have been qualified or approved, are re¬ 
quested to submit evidence of such qualifica¬ 
tion or approval with their bids, so that their 
bids may be given consideration. 

Contracting officers will forward requests 
for qualification tests received from sup¬ 
pliers to the appropriate testing labora¬ 
tory listed In the specification concerned. 
An interim reply will be made to the sup¬ 
pliers advising them of the disposition of 
their request. 

SUBPART T—IFB PROVISIONS 

9 1002.2001 Long form invitation. Set 
forth below is a sample Invitation for 
Bids using Standard Forms 30,31, and 36. 
The sample does not Include the contract 
General Provisions. General Provisions, 


according to the appropriate part of Part 
1007 of this title, will be Included in each 
Invitation for Bids. (In the case of sup¬ 
ply contracts Standard Form 32, with 
modifications and additions as appropri¬ 
ate. will be used.) Similarly omitted 
from the sample are MCP 71-163 and 
71-163C, which are referred to In para¬ 
graph D. ‘Preservation. Packaging, 
Packing and Marking/* In the sample 
Schedule. Where that provision is used 
in an Invitation for Bids, the forms 
should be attached. 

Teem* and Conditions or the Invitation 
roa Bids 

1. Preparation of bids, (a) Bidders are 
expected to examine the drawings, specifica¬ 
tion*. Schedule, and all instruction*. Fail¬ 
ure to do so will be at the bidder's risk. 

(to) Each bidder shall furnish the infor¬ 
mation required by the bid form. The bidder 
shall print or type his name on the Schedule 
and each Continuation Sheet thereof on 
which he makes an entry. Erasures or other 
changes must be initialed by the person 
signing the bid. Bids signed by an agent 
mu&t be accompanied by evidence of his 
authority. 

(c) Unit price for each unit bid on shall 
be shown and such price shall include pack¬ 
ing unless otherwise specified. A total shall 
be entered In the Amount column of the 
Schedule for each Item bid on. In case of 
error In extension of price, the unit price 
will govern. 

(d) Alternate bids wUl not be considered 
unless authorized by tbc Invitation. 

(e) When not otherwise specified, bidder 
must definitely state time of proposed de¬ 
livery. 

(f) Time. If stated as a number of days, 
will include 8undays and holidays. 

2. Submission of bid a. (a) Bids and mod¬ 
ifications thereof shall be enclosed In sealed 
envelopes addressed to the issuing office, with 
the name and address of the bidder, the date 
and hour of opening, and the invitation 
number on the face of the envelope. Tele¬ 
graphic bids will not be considered unless 
authorised by the Invitation; however, bids 
many be modified by telegraphic notice pro¬ 
vided auch notice la received prior to the 
time set for the opening of the bids. 

(b) Samples of Items, when required, 
must be submitted within the time speci¬ 
fied. and unless otherwise specified by the 
Government, at no expense to the Govern¬ 
ment. If not destroyed by testing, samples 
will be returned at bidder's request and ex¬ 
pense, unless otherwise specified by the 
Invitation. 

(c) In the event no bid is to be submitted, 
do not return the Invitation unless otherwise 
specified. However, a letter or post card 
should be sent to the issuing office advising 
whether future Invitations for the type of 
supplies or services covered by this Invita¬ 
tion are desired. 

3. Withdrawal of bids. Bids may be with¬ 
drawn by written or telegraphic notice (see 4 
below). 

4. Late bids. Bids and modifications or 
withdrawals thereof received after the time 
set for opening will not be considered, unless 
they are received before the award Is made, 
and It is determined by the Government 
that failure to arrive on time was due solely 
to delay In the mails for which the bidder 
was not responsible. 

5. Government-furnished property. No 
material, labor, or facilities will be fur¬ 
nished by the Government unless otherwise 
provided far in the Invitation. 

6. Labor information . Attention is In¬ 
vited to the possibility that wage determina¬ 
tions may have been made under the Walsh- 
Healey Public Contracts Act providing min¬ 
imum wages for employees engaged in the 


Sample 




pr«—ram >e g— r»i a»nuM INVITATION AND BID 

fiSSTttU*'. oufrty contract) 

■moot Headquarters, Air Material Cbmuand 

seraarucar 

Asronautical Equipment Division 

A IF. FORCE 

Wright-Patterson Air Force Bute. Ohio 


Attns MCPEG-P 


INVITATION fQR WPS 


15 October 1956 


IFB 33-600-57-000 

(l original and 1 carboo) 

Sealed beds in ttipUcata subject to (I) the Terms sad Condition* of ike Invitation foe Bide, 

(2) the attached Schedule, (f) General FmWsei (Standard Fens II,—B ffiU 1. 9 1*2-edibon), vfekfc ore Incor¬ 

porated herein by reference, and («) each ether contract provision* end specification* u era nttnehod or Incorporated by 
reference in the Schedule, will be received ot the above c&ct until —XI— o'clock 


IS -HgTfflfrr MflL 


described In the nttnehed Scjmduk. 


. (data) and nt that Urns pubikly opened, for furnuhiny the supplies or perrkeo 


fraction* to NAhn ore eeMemed in the ferau and rendition* on tA* reverts teres/. 


MOTEi Bids specifying Isas than 60 days socsptancs tins nay not be acceptsbla • 

In compliance with the above, the nndertiyood offers and ayreea, if this Bid bo accepted within-calender doye 

(IP ralmier dope ambae s di/ermI period be deserted by the bidder) from the dmte of the opening; to feralah any or nil 
o t the Kerne upon which priest era quoted, el the price a* opposite each Item, delivered nt the dmly n a ted potnt(e) 
within the time specified In the Attached Schedule. 


rwxwmear m 

we* Utoerto 

emmseeemeMteoNeea *r. mm, aw mm 


nwur^mcert 

2 

i 

R 

i 

i 

Tmmraoff a 

! 

i 

i 

t 


• 


(I) That the ayyreyate number of employee# of the bidder 
and its aifiiintes i* □ 100 or more, □ lem then W0. 

(1) That be In n □ rayular dealer la, Q manufacturer of. 
the supplies bid upon. 

(«) (o) That bo □ he*. □ he* not, employed or retained 
any company or peroasi (ether than a full-time bean 
Ada employee workday solely for the bidder) to mUelt 
or eoeura this contract, end (b) that ho □ bee, □ he* 
not. paid or ayreed to pay to any company or person 
(oih«r than a fall time bona fide employee workday 


solely for the bidder) any fee, commisaloe, pereeaUyu 
or broke ray* fee, eontlnyent upon or reovlUny from 
the award of thia contract; and ayrmo to furnish in¬ 
formation rriatiay to (s) and (b) about at requested 
by the contractiny oOnr. (For interpreturira of the 
r ep roa ent e ri on. toclndea# tA* term "Iran fide em¬ 
ployee,- *eo Code #/ Federal JKoyuiaiUno, TuU 44, 
Fohjw.) Sohad. Pro*. A, bars of. 


rmo»auMoa(ca«ee 

Q Individual Q Partnership □ Corporation 
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manufacture for talc to ffce Govern men t of 
the supplies covered by this Invitation for 
Bide. Information In this connection, as 
well as general Information as to the re¬ 
quirements of the Act concerning overtime 
payment, child labor, safety and health pro¬ 
visions. etc., may be obtained from the Wage 
and Hour and Public Contracts Divisions. 
Department of Labor, Washington 25. D. C. 
Requests for information should state the 
Invitation number, the issuing agency and 
the supplies covered. 

7. Discounts—(a) Prompt-payment dis¬ 
counts will be Included In the evaluation of 
bids, provided the period of the offered dis¬ 
count Is sufficient to permit payment within 
such period in the regular course of business 
under the delivery. Inspection, and payment 
provisions of the Invitation and Bid. 

ib) In connection with any discount of¬ 
fered. time will be computed from date of 
delivery of the supplies to carrier when de¬ 
livery and acceptance are at point of origin, 
or from date of delivery at destination or 
port of embarkation when delivery and ac¬ 
ceptance are at either of those points, or 
from dste correct invoice or voucher (prop¬ 
erly certified by the Contractor) ia received 
in the office specified by the Government if 
the latter date la later than the date or 
delivery. Payment is deemed to be made, for 
the purpose of earning the discount, on the 
date of mailing of the Government check. 

8. Award of contract —(a) The contract 
will be awarded to that responsible bidder 
whose bid. conforming to the Invitation for 
Bids, will be most advantageous to the Gov¬ 
ernment. price and other factors considered. 

<b) The Government reserves the right to 
reject any or all bids and to waive informali¬ 
ties and minor Irregularities In bids received. 

(e) The Government may accept any item 
or group of items of any bid, unless the bid¬ 
der qualifies his bid by specific limitations. 
UNLESS OTHERWISE PROVIDED IN THE 
SCHEDULE. BIDS MAY BE SUBMITTED 
FOR ANY QUANTITIES LESS THAN THOSE 
SPECIFIED: AND THE GOVERNMENT RE¬ 
SERVES THE RIGHT TO MAKE AN AWARD 
ON ANY ITEM FOR A QUANTITY LESS 
THAN THE QUANTITY BID UPON AT THE 
UNIT PRICES OFFERED UNLESS THE BID¬ 
DER SPECIFIES OTHERWISE IN HIS BID. 

(d) A written sward mailed (or otherwise 
furnished) to the successful bidder within 
the time for acceptance specified In the bid 
results in a binding contract without fur¬ 
ther action by either party. 

8. Seller's invoices. Invoices shall be pre¬ 
pared and submitted in quadruplicate unless 
otherwise specified. Invoices shall contain 
the following Information: Contract and 
order number (if any). Item numbers, de¬ 
scription of supplies or services, sixes. quan¬ 
tities. unit prices, and extended totals. Bill 
of lading number and weight of shipment 
will bo shown for shipments made on Oov- 

• rnment bills of lading. The following cer¬ 
tificate, signed by the Contractor or his au¬ 
thorised representative, will be shown on the 
original of the Invoice: 

T certify that the above bill Is oorrect and 
Just and that payment therefor has not been 
received.** 

When the Invoice is signed In the name of 

* company or corporation, the name of the 
person signing and the capacity In which he 
»lgna must appear. For example: #, John Doe 
Company, by John Smith, Secretary,** 
‘Treasurer, •* or as the case may be. 


Not* I: Bids shall be submitted in suffix 
dent time to reach the designated office prior 
to the time set for the opening of bids. See 
Paragraphs 2, 3, and 4 of the terms and 
conditions on the preceding page. 

Note 2: Formal advertisement . Bids sub¬ 
mitted as a result of this Invitation will be 
evaluated in accordance with the regula¬ 
tions pertaining to formal advertising. Award 
of cap tract shall be in accordance with para¬ 
graph 8 of the terms and conditions on the 
preceding page. 

None 3: Terms and conditions. Bidders are 
cautioned to examine carefully all of the 
paragraphs of the terms and conditions on 
the preceding page. 

Notx 4: Information. The Buyer on this 
particular IFB. who may be contacted con- 
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cemlng this Invitation Is (buyer** name, of¬ 
fice symbol, and telephone number |. 

Notx 5: No bid. Bidders receiving this In¬ 
vitation as*a result of being on the mecha¬ 
nized mailing list will not be considered for 
future procurements of the items listed here¬ 
in If they fail to submit a bid unless they 
request that their name be retained on the 
mailing list for future procurements of these 
items. 

Not* 6: Survey team . If the Bid or Pro¬ 
posal outlined hereby Is favorably consid¬ 
ered. a survey team may contact your facility 
for the purpose of determining your financial 
and technical ability to perform. Current 
financial statements and other data pertinent 
to this purpose should be available at that 
time if not already ou file with the Air Ma¬ 
teriel Command. 


f uiM H K r*. 
h—iNifi 


SCHEDULE 

(PWIT CONTRACT) 


FB jfc>» (Initiator and frywbol) 


178 33-600-57-000 
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5 1002-2002—4 Sample schedule description where first article approval is required. 
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3 1002.2002-11 Sample schedule description providing for alternate bids, /. o. t>. 
destination or /, o. b. carrier's equipment. 


MmM rtsrm M 

MaMkiwikl 


CONTINUATION SHEET 

afftlT COtfTUCT) 


EXAMPLE OP BID "A" AND BID "B", F.O.B. DESTINATION Cfe P. (t B. 

CARRIERS EWDrafT. 

tight tBMrblj, Projection PrinUr l>pe 

FN-7 in accordance vdth Specification 

KO-L-26302 (USAF) dated 28 November 19$$. 

Bid "A% F.O.B. CARRIER'S E^BREW 1*2 

Bid *B* # P.0.3. DESTINATION 

FJD^B^JJcdnt j # 

Bid "A"i Bids are requested under Bid "A* of ibis irrriutioh teaed 
delivery, at the Goverwent's option, F.O.B. carrier's equ 
wharf t or freifbt station at a sped lad cit r or s ripping 
at or near the contractor’s plant. 


P.O.B. Points (Bid •!•)« 


Bid •B B i Rids are requested under Rid •B* of ibis inviutloli based 
delirary of all transportation charg a paid \o desiinatioo 
the contractor. 


THE A BOTE EXAMPLE MAT BE MODIFIED AS INDICA. 
DESIRED FOR ALTERNATE F.O.B. ,J*pDfT5 IN ADOIT 
FOR DEFINITE CONSIGNEES. 

Ugfrt Assembly, Projection PrinUr Type 
PX-7 in accordance Kith Specification 
WL-L-26602 (DSAF) daUd 26 Nos**bar 19$$. 

Bid ■A'* l F.O.B. CARRIER'S EQUIPMENT 

Bid •B* i F.O.B. DESTINATION 

OR 

Bid "C" l F.O.B. DESTINATION AS 
SHOWN BELOVt 

Mobile 

Ogden 




LTD BELOW 


ON TO D STIKA 


12 

1*2 


21 

21 


ttTFJI 


>a 

Lp««t, 

point 


HOB a E 
ION PBltES 


5 1002.2003 Special contract prori- 
slons . 

5 1002.2003-1 General. The use of 
formal advertising is not Impractical 
merely because certain special conditions 
must be applied with respect to matters 
other than the description of the sup¬ 
plies or services being procured. Since 
maximum use of formal advertising is 
required, the insertion of special condi¬ 
tions in Invitations for Bids, thereby 
enabling these procurements to be for¬ 
mally advertised, may be necessary; pro¬ 
vided these conditions are not otherwise 
unduly restrictive and are properly uti¬ 
lized. Sections 1002.2003-2 through 
1002.2003-6 set forth additional sample 
provisions covering other special condi¬ 
tions which are used with varying fre¬ 
quency. In particular, the special condi¬ 
tions relating to qualifications of bidders 
<5 1002.2003-3) should not be employed 
except where necessary to protect the 
interests of the Government tsce also 


§ 1002.406-3). However, the availability 
of such special conditions where prop¬ 
erly applied is pointed out in this sec¬ 
tion for the purpose of illustrating that 
formal advertising may still be employed 
despite the need for the Insertion of 
special conditions. 

$ 1002.2003-2 Required delivery 
schedule. Paragraph F m the Schedule 
of the sample IFB in §1002.2001 advises 
bidders of the delivery schedule desired 
by the Government and then asks the 
bidder to offer its own delivery schedule 
within a stipulated maximum number of 
days. With that provision in the IFB, 
award will normally be made to the low¬ 
est responsible bidder regardless of the 
fact that the delivery schedule ofTcrcd is 
somewhat longer than the desired deliv¬ 
ery schedule but not exceeding the stip¬ 
ulated maximum number of days. Since 
permitting the bidders to establish its 
own delivery schedule normally results 
In lower cost to the Government, the 


••desired delivery" provision should be 
used in most formally advertised pro¬ 
curements. In a few procurements the 
urgency of the Government requirement 
may make delivery by a certain date 
essential. The Invitation for Bids in 
such cases should contain a “required 
delivery’* provision similar to the sam¬ 
ple set forth in this section rather than 
the “desired delivery" provision of 
§ 1002.2001. 

Dnimr 

Delivery of the articles listed herein Is 
REQUIRED on or before expiration of the 
time specified Immediately below: 

—-— days after receipt of written 

notice of award. 

Bidders are cautioned to consider carefully 
the Government's required deUvery, as bids 
specifying deUvery AFTER the time specified 
above will be rejected. 

Bidder’s proposed Delivery Schedule: 
........ days after receipt of written not lev 

of award. 

If the bidder does not state a different de¬ 
livery schedule, the Government's required 
delivery schedule, stated above, will apply. 

§ 1002.2003-3 Qualification of bid¬ 
ders —(a) General . Awards can only be 
made to bidders which are determined 
to be responsible and which are finan¬ 
cially and technically capable of per¬ 
forming the contract <See § 1.307 of 
this title and Part 1052 of this chapter » 
It should be the constant aim of con¬ 
tracting officers within this general pol¬ 
icy framework to solicit bids from a suf¬ 
ficient number of potential bidders to 
assure full and free competition. New 
business firms found to be responsible, 
whether small or large, should be given 
the same opportunity to compete as other 
firms having a long record of satisfac¬ 
torily performed contracts with the 
Government. 

<b> Special qualifications. In unusual 
cases (see § 1002.406-3), special qualifi¬ 
cations may have to be inserted in in¬ 
vitations due to the complexity of the 
equipment being purchased or for some 
other special reason. Sample clauses are 
set forth In this section covering these 
types of situations to again serve as a 
reminder that, in spite of the need for 
such special conditions, forma) advertis¬ 
ing may nevertheless be employed. 
Since such conditions tend to reduce 
competition and to eliminate potential 
bidders, these conditions should only be 
used where necessary to protect the Gov¬ 
ernment’s interests (see § 1002.2003-11. 
In any event, such special conditions as 
to qualifications of bidders should not be 
so limiting as to reduce the number of 
potential bidders to the point where full 
and free competition will not be ob¬ 
tained. The following subparagraphs 
set forth sample provisions for use in 
these unusual situations: 

(l) Construction contract sample. 

Bidjmli’s Qualifications 

All bidders are hereby notified that any bid 
submitted in response to this advertisement 
must be accompanied by a statement of facts 
In detaU of the business and technical organ¬ 
ization of the bidder available for the con¬ 
templated work Including financial resource* 
and building experience. The Oovcmment 
expressly reserves the right to reject any bid 
In which tho facts sa to the business and 
technical organisation, financial resources. 
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or building experience, compered with the 
project bid upon. Justifies such rejection. 

<2i Supply contract sample . 

Bidder's Qualifications 

Bidders must be regularly engaged in the 
business covered by these specifications and 
pesressed of satisfactory financial and tech¬ 
nical ability and of equipment and an organ¬ 
isation to Insure a satisfactory completion of 
the contract, and must have established a 
satisfactory record In the past for completion 
of contracts of almllar character and extent. 
The Contracting Officer shall be the Judge of 
the facts submitted in support of bidders* 
claims as to competency. The fact that 
drawings and specifications have been fur¬ 
nished to bidders will not limit the Govern¬ 
ment’s right to Judge as to competency after 
bids have been received. 

(3) Supply and installation contract 

sample . 

Bidder’s Qualifications 

Bids to furnish and Install the equipment 
specified will be accepted only from bidders 
who are versed In the art of water sterilisa¬ 
tion by means of chlorine gas. and who have 
been engaged In the business either as manu¬ 
facturers of such equipment or as suppliers 
and Installers of such equipment for a period 
of not less thar. five (5) years and who have 
actually made similar Installations of a satis¬ 
factory character. Bidders shall submit with 
their proposals a list of not less than three 
IS) such installations which are now operat¬ 
ing satisfactorily and have been so operating 
for a period of not lers than two (2) years. 
The Government reserves the right to reject 
any bid which does not comply with the 
above requirements. 

g 1002.2003-4 Samples . Procurements 
where the Oovcmment requires samples 
for evaluation purposes prior to award 
can be accomplished by formal advertis¬ 
ing. Perhaps the most critical factor In 
using formal advertising where samples 
are required Is to assure that samples are 
received prior to the opening of bids, 
since a bidder which withholds Its sam¬ 
ple until after the opening of bids Is In a 
position to avoid award by refusing to 
furnish a sample <see 5 1002.403-51 >. 
Set forth In this section is an example 
of a Schedule provision requiring sub¬ 
mission of samples: 

Submission or Samples 

U) All bidders are hereby notified that 
sample* must be furnished, prior to the 
opening of bids, to the Issuing office Indi¬ 
cated above for test and evaluation. Sam¬ 
ples wlU be subjected to test In accordance 
with paragraphs 2.1 and 3.13 of Specifica¬ 
tions MIL-T-10306. Any sample falling in 
xri X portion of the testa will be deemed suffi¬ 
cient basis for rejection of the bid. Sam¬ 
ples submitted shall conform In every respect 
with the requirements of the 1KB. 61nce 
samples are required for evaluating bids, 
nonconforming samples shall result In re¬ 
jection of the bids. 

(b> Failure of a bidder to have furnished 
samples will result In rejection of that bid. 
However, the bid will not be rejected If the 
bidder has previously offered a product which 
ha* been previously procured or previously 
tested so that further testing of a sample 
woutd not add to the Government’s knowl¬ 
edge of the acceptability of the product. 
The Contracting Officer wlU verify that ths 
product previously procured or previously 
tested Is adequate to meet the requirements 
of the Invitation for Bids. Upon verifica¬ 
tion. the requirement for furnishing sam¬ 
ples may be waived as to that bidder. 
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§ 1002.2003-5 Descriptive literature . 
fa) The Government may wish to have 
bidders furnish descriptive literature 
with their bids to assist in determining 
whether the bidder's product meets the 
Government requirement. 

<b> Set forth in this paragraph is a 
sample provision making the submission 
of descriptive literature mandatory: 

Descriptive Literature 

(a) All bidders under this InvitaUon for 
Bids will be required to submit to the Gov¬ 
ernment the descriptive literature listed be¬ 
low. Such literature shall be submitted with 
the bids and shall conform In every respect 
with the requirements of the Invitation for 
Bids. Since descriptive literature is required 
for evaluating bids, nonconforming literature 
shall result in rejection of that bid. The 
descriptive literature relative to design ap¬ 
proaches. etc. which will be required for 
evaluation purposes Is as follows: 

(1) Outline drawings of the overall equip¬ 
ment Item and major components thereof 
showing size, arrangement of parts, weight, 
and any other physical features of a major 
nature. 

(2) Schematic diagrams for the overall 
equipment Items showing controls, protective 
devices, valves, gauges, and other compo¬ 
nents. Including Identification of known 
commercial major components by nameplate 
or catalog rating thereof. 

<31 A Hating of the Government require¬ 
ments. by specification paragraph number 
and/or noun description, followed by a state¬ 
ment Indicating compliance and. where ap¬ 
plicable. details of the engineering design 
approach. In no case will an award based on 
the foregoing data constitute a waiver of 
the requirements of the specification as to 
acceptance, inspection, testing, or any other 
provisions of the specification. 

(b) Failure of a bidder to have furnished 
descriptive literature will result In rejection 
of that bid. However, the bid will not be 
rejected if the bidder has previously offered 
a product which has been previously pro¬ 
cured so that additional descriptive litera¬ 
ture would not add to the Government's 
knowledge of the acceptability of the prod¬ 
uct. The Contracting Officer will verify that 
the product previously procured is adequate 
to meet the requirements of this Invitation 
for Bids. Upon verification, the requirement 
for furnishing descriptive literature may be 
waived as to that bidder. 

S 1002.2003-6 Alternate bids . As a 
general rule, bidders offering items 
which do not comply with the specifica¬ 
tions of the Invitation for Bids cannot 
receive the award even though the pro¬ 
posed deviation is acceptable to the Gov¬ 
ernment since other bidders might have 
offered even better prices had they 
known that the deflation would be ac¬ 
ceptable. In some cases, however, the 
Government may know at the time of 
preparing the InvitaUon for Bids that 
certain deviations will be acceptable if 
they result in lower cost to the Govern¬ 
ment. In that event, the InvitaUon for 
Bids may Inform all bidders that alter¬ 
nate bids based on the specified deviation 
will be considered for award. Sample 
provisions authorizing such alternate 
bids arc set forth in this paragraph: 

Alternate Bins 

AU bidders are hereby notified that they 
may. If they so desire, propose alternate bids 
complying with the specifications on Item 1 
hereof, provided that the outside dimensions 
of the unit does not exceed 10% of that cur¬ 
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rently specified In the specification and the 
weight does not Increase by more than 25 
pounds. In submitting such alternates, bid¬ 
ders will submit adequate data and written 
statements to show that the unit proposed 
to be furnished compiles with the above 
requirements. 

Bids In accordance with the specification 
requirements and bids in compliance with 
the above alternate specification require¬ 
ments are equally acceptable to the Gov¬ 
ernment and award will be mode to the low¬ 
est responsive bidder thereon. Thus award 
will only be made to the bidder offering an 
alternate bid if same is lower than thfe low¬ 
est bidder meeting the specification require¬ 
ments of this Invitation for Bids. 

or 

Alternate Dim 

All bidders are hereby notified that they 
may. If they so desire, propose alternate bids 
complying with the specifications on Item 1 
hereof, except that metal containers may be 
utilized In lieu of wood, provided further 
however, that the gross weight does not ex¬ 
ceed that specified In the packaging sheet 
attached to this InvitaUon. 

In the evaluation of the alternate bids, 
award will only be made thereon (If other¬ 
wise acceptable) If same Is lower than the 
lowest bidder meeting the specification 
requirements of this InvitaUon for Bids. 


Part 1003— Procurement by 
Negotiation 

Subpart A—Uts of Negotiation 

Sec. 

1003.101 Negotiation as disUngulshed from 
formal advertising. 

1003 101-51 ObJecUves of negotiation. 

1003.101-52 Use of negotiation. 

1003 101-53 Steps In negotiation. 

1003 101-64 Conduct of negoUatlons. 

1003.107 Late proposals and late unsolicited 
revisions to proposals. 

1003.107-2 Procedure. 

1003.108 Negotiation of Initial production 
contracts for technical or specialized 
military supplies. 

1003.150 Notice of protest against award. 

1003.153 Requests for proposals; percentage 
of subcontracUng. 

1003.154 Award. 

Subpart E— Circumitarvcet Permitting Ncgotiolion 

1003.201 National emergency. 

1003.201-1 Authorize Uon. 

1003 201-2 Application. 

1003.202 Public exigency. 

1003 202-2 Application. 

1003 204 Personal or professional services. 

1003.304-1 Authorization. 

1003.204-2 Application. 

1003.207 Medicines or medlCAl supplies. 

1003.207-2 Application. 

Subpart D—Typsi of Contract 

1003.401 Authorized types of contracts. 

1003.402 Fixed-price contracts. 

1003 402-1 Firm fixed price. 

1003.402- 2 Fixed price with escalsUon. 

1003 403 Fixed price contracts with pro¬ 
visions for redetermlnaUon of price. 

1003.403- 4 Optional Interim cost data pro¬ 
vision. 

1003.403- 5 Optional celling price provision. 

1003.403- 6 Form I (FPR-I), periodic pricing 
at fixed Intervals (prospective only). 

1003.403- 7 Form IIA (FPR-UA). optional 
periodic pricing upon demand (pros¬ 
pective only). 

1003.403- 6 Form 1IB (FPR-ITB), retroactive 
and prospective price redetermlnaUon 
(including further prospective redeter- 
mlnatlon upon demand). 
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Sec . 

1003.403- 0 Form ITT (FPH-TTT), retroactive 
price revision (mandatory unless deter¬ 
mined otherwise by contracting officer). 

1003.403- 10 Form IV (FPR-IV), retroactive 
price revision (mandatory, with limited 
upward revision). 

2003.403- 11 Form V (FPR-V), price revision 
upon happening of specific contingency* 

1003.404 Incentive-type contracts. 

1003.404- 2 Fixed-price Incentive types. 

1003.404- 6 C o s t-p 1 u s-lncentlve-fee con¬ 
tracts (CPIF) • 

1003 405 Cost contract. 

1003.405- 2 Cost reimbursement contract 
(CR). 

1003.405- 3 Cost sharing contract (C8). 

1003.406 Cost-plus-a-fixed-fee contract. 

103.406-2 Limitation on fixed fee. 

1003.407 Time and materials contract 
(T-M). 

1003.408 Letter contract or letter of Intent. 

2003 409 Other types of contracts. 

1003409-1 Basic agreement (BA). 

1003.409.2 Indefinite quantity and delivery 

contract. 

Subpart (-—Advance Payments 

1003 501 Nature of advance payments. 

1003.502 Authority to make advance pay¬ 
ments. 

1003 504 Security provisions. 

1003.605 Interest on advanoe payments. 

1003.550 Definitions. 

1003.552 Payment of advance payment 
moneys to contractor. 

1003 553 Submission of contractor's request 
for payment of advance moneys into the 
special bank account. 

1003.554 Supervision of special bank ac¬ 
counts. 

1003.565 Supervisory duties In connection 
with withdrawals from special bank ac¬ 
counts. 

1003 556 Withdrawals far purpose of mak¬ 
ing subadvances to subcontractors. 

1003.558 Change In contractor's ability to 
perform contract. 

1003.559 Use of advance payments under 
terminated contracts. 

1003 560 Repayment of advance payments. 

1003 562 Limitation of authority of con¬ 
tracting officers to make and administer 
advance payments. 

Subport F—Small Purchases 

1003.601 Purpose. 

1003.604 Imprest funds (petty cash) 
method. 

1003.604- 1 Conditions for use. 

1003.604- 2 Documentation. 

1003.604- 4 Delivery of cash purchases by 
suppliers. 

1003.605 Order-invoice-voucher method. 

1003 606-1 Limitations on use. 

1003.606 Blanket purchase agreement 
method 

1003.606- 1 General. 

1003.606- 2 Establishment of blanket pur¬ 
chase agreement. 

1003.606- 3 Conditions for use. 

1003 607 Use of Department of Defense or 
departmental procurement forms. 

1003.651 Credit cards. 

1003 651-2 General. 

1003.651-3 Issuance of tax exemption cer¬ 
tificate. 

Subport C—Negotiated Overhead Rales 

1003.703 Applicability. 

1003.704 Contract clauses. 

1003.704- 1 Contracts with commercial con¬ 
cerns. 

1003.704- 2 Contracts with nonprofit and 
educational Inatitution*. 

Swbpart H—Pricing 

1003 800 Scope of subpart. 

1003.801 Pricing policy. 

1003.801-1 Importance of sound pricing. 

1003 801-2 Responsibility. 


Sec. 

1003 801-3 Pricing Individual contracts. 

1003.801- 4 Cost, profit, and price relation¬ 
ships. 

1003 801-9 Prtce warranty. 

1003.801*10 Architect-engineer fees. 

1003 ,802 Pricing concepts. 

1003.802- 1 Incentive approach. 

1003.802- 5 Types of pricing. 

1003.802- 6 Cost estimating for ooet-rclm- 
bursement-type contracts. 

1003 804 Price analysis. 

1003.804- 3 When price analysis Is required* 

1003.804- 4 Cost analysis. 

1003.805 Major elements of price. 

1003.805- 2 Fixed, variable, and mixed cate¬ 
gories of cost. 

1003 805-3 Direct and Indirect costs. 

1003 805-4 Cost accounting systems. 
1003805-6 Direct labor. 

1003.805- 7 Preproduction or startup costa. 
1003 805-8 Factory overhead. 

1003.805- 9 General and administrative ex¬ 
pense. 

1003.805- 10 8clllng expense. 

1003805-1! Profit. 

1003.806 Special pricing instructions. 

1003.806- 1 Pricing of support Items. 

Subpart I—Depreciation on Emergency Facilities 
Covered by Certificates of Nocessity for Con¬ 
tract Pricing Purposes 

1003 902 Definitions. 

1003.903 Air Force Emergency Facilities De¬ 
predation Board. 

1003903-1 Delegation of authority. 

1003904 Department of Defense Instruction 
No. 4105.34. 

1003.905 Duties and responsibilities of 
Board. 

1003906 Procedures. 

1003 907 Duties and responsibilities of In¬ 
dustrial Resources Division, Hq AMC. 
1003908 Duties and responsibilities of AF 
buying personnel. 

1003910 Contractors* requests for determi¬ 
nations of true depreciation. 

1003910-1 List of contractor information. 

Subpart J—Uie of Pries Differential* in Placing 
Procurement by Negotiation 

1003.1000 Scope of rubpart. 

1003.1001 Applicability of subport. 

1003.1002 Policy. 

1003.1003 Justifiable price differentials. 

Subport T—Administration of All Types of Prico 
Revision Clausos 

1003.2008 Tax credits In price redetermlna- 
tion proceedings. 

Authority: If 1003.101 to 1003 2008 issued 
under sec. 8012, 70A Slat. 488; 10 U. 8. C. 
8012. Interpret or apply secs 2301-2314, 70A 
SUL 127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—U$£ OF NEGOTIATION 

S 1003.101 Negotiation as distin - 
guished from formal advertising. 

5 1003.101-51 Objectives of negotia¬ 
tion. Consistent with $ 1.301 of this 
title, the basic objective of negotiation Is 
to secure the desired supplies or services, 
of the quality and at the time and place 
needed at a fair and reasonable price. 
Price and profit considerations should 
not be allowed to outweigh considera¬ 
tions of quality and timely delivery; how¬ 
ever, premium quality and early delivery 
should not be allowed to command n pre¬ 
mium price if lower quality or later deliv¬ 
ery Is acceptable. While a lower price 
may generally be considered a fairer 
price, contracting officers should not at¬ 
tempt to force contractors to accept a 
price which is less than reasonable under 
the circumstances* 


5 1003 101-52 Use of negotiation. 
Contracting officers of foreign procure, 
ment activities of the Air Force will con¬ 
sider negotiation the normal method of 
procurement. Contracting officers other 
than those of foreign procurement activ¬ 
ities should even during the period of the 
present national emergency, consider ne¬ 
gotiation as the unusual method of pur¬ 
chasing, and should consider the usual 
and normal method to be formal adver¬ 
tising as set forth in 5 1002.102 of this 
chapter. The fact that circumstances 
exist which permit negotiation under the 
Armed Services Procurement Act does 
not settle the question of whether or not 
to negotiate. Even where such permis¬ 
sive circumstances exist, the decision 
whether to negotiate or to advertise 
should be based on practical considera¬ 
tions. Among such considerations are: 

(a) Number and location of potential 
supplier. The greater the number of po¬ 
tential suppliers, and the more widely 
they are distributed, the greater is the 
difficulty of individual solicitation, and 
the more desirable is formal advertising. 

<b> Nature of items purchased. If 
items being purchased are of a kind 
which can be used interchangeably with 
competitive items, formal advertising 
will generally produce better results. 
Conversely. If the items are peculiar to 
one manufacturer or are propriety In 
nature, and therefore formal advertising 
can be expected to result In only one 
acceptable bid negotiation is the prefer¬ 
able means of procurement. 

(c> Time requirement. If the Items 
are needed immediately, negotiation may 
be necessary. Formal advertising pro¬ 
cedures generally require a minimum of 
10 days after an Invitation is issued for 
preparation and submission of bids, and 
an even longer period of time U desirable. 

(d> Amount of purchase . Although 
there is no statutory requirement for ad¬ 
vertising if the amount of the contract 
is $1,000 or less, advertising may still be 
desirable when there are a large number 
of potential suppliers, and where it is not 
certain that a quotation of $1,000 or less 
can be obtained. However, the cost of 
preparing and distributing a large num¬ 
ber of invitations to bid, with accom¬ 
panying drawings and specification, 
should be considered. 

te) Type of contract contemplated. 
Formal advertising can only result in a 
fixed-price contract without price revi¬ 
sion or incentive features, except as 
otherwise authorized. If any other type 
of contract Is anticipated as necessary 
to protect the interest of the Govern¬ 
ment. this fact should be considered in 
deciding whether to advertise or ne¬ 
gotiate. 

5 1003.101-53 Steps in negotiation. 
The process of negotiation commences 
after the establishment of a requirement 
which is reflected in a purchase request, 
and is finally completed upon the execu¬ 
tion and distribution of a definitive con¬ 
tract. The following important consid¬ 
erations. not necessarily in the same se¬ 
quence, are involved in the process of 
varying degree depending upon the cir¬ 
cumstances surrounding a particular ne¬ 
gotiation. 
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<r) Determination that description of 
work Is adequate for negotiation . This is 
a major step toward a successful negoti¬ 
ation. An Inadequate description of the 
item to be procured may effectively limit 
competition, or delay negotiations by re¬ 
quiring amendments or deviations to the 
work statement Accordingly the con¬ 
tracting ofAcer will assure himself that 
the item description is adequate to mini¬ 
mize delay and to achieve the desired 
degree of competition. 

(b> Verification of the requirement 
During the course of negotiation the con¬ 
tracting officer at some stage will verify 
the requirement with the Initiating office 
tc the end that only desired quantities or 
services are procured. This is particu¬ 
larly important in those circumstances 
where negotiations have been prolonged, 
cr the description of the item or delivery 
schedule is changed in negotiation. 

*c) I Reserved.! 

<d> Selection of sources to be solicited, 
(t) Successful accomplishment of pro¬ 
curement depends largely on the degree 
of care exercised at the outset in select¬ 
ing prospective contractors. No matter 
how much skill the contracting officer 
may possess, the effectiveness of his 
actions is limited by the characteristics 
of the sources with whom he deals. His 
bargaining position Is improved by his 
ebility to deal w ith two or more sources 
through the introduction of competition 
into the negotiations. The controlling 
principle in this selective process should 
be that real competition is the most effec¬ 
tive method yet devised to bring about 
reasonable terms and close prices. Prior 
to conducting negotiations, therefore, the 
contracting officer will decide what po¬ 
tential contractors should be asked to 
submit quotations. (See Subpart P, Part 
1001 of this chapter, '’Debarred, Ineligi¬ 
ble, and Suspended Bidders.*') Relief 
from the requirement of formal advertis¬ 
ing and exercise of the privilege of ne¬ 
gotiation does not waive the requirement 
that competition should be obtained to 
the maximum extent consistent with the 
product being procured and the size of 
the procurement. The contracting offi¬ 
cer is required to exercise Judgment in 
deciding how many and what sources to 
solicit. 

<2) A major consideration to the AP 
negotiator Is that contractors provide 
their own industrial facilities In lieu of 
Government provision of facilities. 
When Government facilities are required, 
analysis of quotations will adhere strictly 
to f 13.407 of this title. Hence, during 
the proposal stage, requirements for 
Government industrial facilities will be 
Identified In appendix listings and Justi¬ 
fied by prospective contractors. The 
contractors* Justifications should include 
f} amenta with respect to schedules of 
the appendix <i 1013.2404 of this chap¬ 
ter) and why additional facilities are 
required, with Government financing, 
ovi-r and above facilities which con¬ 
tra dors will provide. 

<e) Request for proposals . Request 
for Proposals <RFP's) will: 

<1> Be made to all selected sources at 
time. No one of such sources 
will be given the advantage which follows 
xrom advance knowledge that proposals 
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are to be requested. RFP's, when 
mailed, will be sent as first class mail. 

(2) Contain all the necessary informa¬ 
tion required for the preparation of a 
quotation by the contractor. 

(3) Establish reasonable and specified 
time for receipt of proposals. Provide 
that written proposals will be received 
until the close of business on a specified 
date, and any extension of time granted 
at the request of one bidder will be 
granted uniformly to all bidders. 

(4) Be complete with respect to item 
description, required and/or desired 
delivery schedule, and contract clauses. 

(5) Specifically require price break¬ 
downs, when such are desired. 

(8) Contain a special provision sub¬ 
stantially as follows (see 5 9.Ill of this 
title): 

When a bidder's proposal exceeds 125.000 
In total amount and contains a cost or 
charge for royalties In excess of 8250. the 
following information must be furnished 
on each separate item of royalty: 

(I) Name and address of licensor. 

(il) Da to of License agreement. 

(Ill) Applicable patent numbers or patent 
application serial numbers. 

(le) Brief deecrlptlon. including any part 
or model numbers of each Item or compo¬ 
nent on which the royalty Is payable. 

(v) Percentage or dollar cate of royalties. 

(ri) Total dollar amount of royalties. 

(7) Contain the provisions set forth in 
8 1053.101-6 (b) <5) of this chapter 

where required by i 1053.101 of this 
chapter. (See also $ 1053.101-6 (b) (7) 
of this chapter for the clause to be in¬ 
serted in contracts resulting from RFP’s 
containing the above-cited provisions.) 

<g) Further negotiations. The con¬ 
tracting officer is at liberty to conduct 
further negotiations as contemplated by 
I 3.101 of this title with any or all of the 
concerns submitting proposals. Con¬ 
trary to formal advertising procedures, 
when the purchase is being negotiated, 
there is no restriction on changes in 
prices or other terms of a proposal at 
any time prior to award. If one concern 
is given an opportunity to revise its 
quotation, others who are within a com¬ 
petitive price range and capable of meet¬ 
ing requirements must in fairness be 
given an equal opportunity. Further, 
where the request for proposals states, or 
an announcement Is made by the con¬ 
tracting officer, that negotiations will be 
conducted after receipt of proposals, 
such negotiations are then mandatory. 

<h> Prenegotiation reviews . (1) 
When, in the procurement cycle, it be¬ 
comes advantageous and necessary to 
meet with the contractor to agree upon 
the terms and conditions of a proposed 
contract or upon adjusted prices on an 
existing contract, the meeting will be 
preceded by a conference of tlve Gov¬ 
ernment representatives who will make 
up the negotiating learn. This prenego- 
tlation conference will permit the Gov¬ 
ernment team to: Discuss the contrac¬ 
tor’s proposal in detail sufficient to 
achieve understanding, express opinions 
and air problems that relate to the pro¬ 
posal and to the contractor’s operations 
but which should be resolved prior to 
the meeting with the contractor, and 
determine negotiation objectives and the 
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course of action to be followed In realiz¬ 
ing these objectives. 

(2) The negotiating team generally 
will include the contracting officer 
(either administrative or procuring or 
both, as appropriate). the price or cost 
analyst and all others <including the as¬ 
signed auditor in major procurements) 
w ho have specific and pertinent informa¬ 
tion to contribute. The team member¬ 
ship will always be restricted to those 
few absolutely necessary to advance the 
progress of the negotiations, although 
this limitation should not be construed to 
exclude observers assigned for training 
purposes. 

(3) There will be occasions when those 
responsible for manually approving con¬ 
tracts within AF procuring activities will 
find it advantageous to be briefed by the 
negotiating team after negotiation ob¬ 
jectives have been finned but prior to 
the conference with the contractor. 
Procedures for this type of prenegotin- 
Uon review should be determined locally. 
It will be discovered that review is par¬ 
ticularly fruitful if procurements Involve 
situations where: 

(1) A new contract follows con¬ 
tract^) where contractor’s perform¬ 
ance was unsatisfactory. 

(il) A need for a significant change 
in profit pattern is indicated. 

(iii) A new procurement substantially 
increases a contractor’s annual sales and 
production volume. 

(Iv) Costs have increased drastically 
beyond those originally estimated. 

(v) Items procured have performed 
poorly and required modification and 
retrofit. 

(vi) Superior performance Indicates 
justification for additional profit consid¬ 
eration. 

(vii) The procurement obligates a sig¬ 
nificant portion of the AF budget. 

1 1003.101-54 Conduct of negotia - 
tions. The following principles and 
practices will be adhered to by procure¬ 
ment personnel in the conduct of nego¬ 
tiations. 

(a) Negotiations. Including price rc- 
determinations. will be conducted in a 
timely manner. After a contractor's 
proposal has been adequately evaluated 
by the contracting officer and other tech¬ 
nical and supervisory personnel when 
necessary, negotiations will be resolved 
with expedition, and not unnecessarily 
delayed by prolonged negotiations if no 
substantial benefits will accrue further 
to the Government. 

<b) The contracting officer must be 
fair in dealing with prospective contrac¬ 
tors. The following examples are con¬ 
sidered to be unfair: 

(1) Revealing to one prospective con. 
tractor, in advance of soliciting pro¬ 
posals from other contractors, the fact 
that a certain procurement is about to 
be placed. 

(2) Revealing to one prospective con¬ 
tractor figures pertaining to cost and 
profit submitted by another contractor. 
This is not Intended to prevent the con¬ 
tracting officer from advising one pro¬ 
spective contractor, during the course of 
negotiation and prior to award, that 
lower quotations have been obtained 
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provided he docs not reveal who the 
other quoting concerns are, nor the exact 
quotation; however, the contracting offi¬ 
cer will furnish, upon request, or accord¬ 
ing to paragraph (g) ( 1 ) of this section, 
the name and address of the successful 
supplier and the actual or approximate 
contract price, but, will not reveal the 
names of other unsuccessful suppliers or 
the amounts and conditions of their 
quotation. 

(3> Accepting a quotation with knowl¬ 
edge that the quoting contractor has 
failed to understand clearly what is ex¬ 
pected of him. 

<c> Negotiations will always be aimed 
at arriving at complete understanding 
on all major points initially. Basic is¬ 
sues requiring resolution should not be 
put off for later agreement in price rede- 
termination or further supplemental 
act ion. but should be faced squarely dur¬ 
ing initial negotiation^. Failure to ac¬ 
complish Initial agreements leads to fu¬ 
ture misunderstandings and poor rela¬ 
tionships. In this connection, basic 
agreements arc designed to minimize 
differences with respect to contract 
clauses. 

<d> Negotiations should avoid un¬ 
necessary demands on prospective con¬ 
tractors. Only pertinent and useful in¬ 
formation which may serve as an aid in 
negotiation will be requested with re¬ 
spect to such matters as cost estimates, 
historical costs, prices, or technical in¬ 
formation. Unnecessary or inapplicable 
information takes time and money in the 
preparation and delays the progress of 
negotiation, as well as creating an un¬ 
favorable attitude by prospective con¬ 
tractors. 

(e) Negotiations will be conducted in 
a manner to induce competition or. in 
the absence thereof, to Introduce the in¬ 
centive pricing approach into the nego¬ 
tiations and final terms. 

(f) Contracting officers and other pro¬ 
curement personnel will conduct them¬ 
selves according to the ethical standards 
prescribed in Subpart T of Part 1001 of 
this chapter. 

(g) Release of price information and 
notification of unsuccessful supplier; 

(1) After a source has been selected 
and the contractor has been notified of 
an award of a negotiated contract, the 
contracting officer will notify unsuccess¬ 
ful suppliers, who submitted quotations, 
of the fact that their proposals were not 
accepted, and extend the appreciation of 
the procuring activity for the interest the 
unsuccessful supplier has shown In sub¬ 
mitting a proposal. Regarding small 
purchase notification, see $ 3.603 of this 
title. The letter to the unsuccessful 
suppliers will be manually signed (repro¬ 
duced signatures will not be used) by a 
contracting officer, or his authorized rep¬ 
resentative. and should be similar to the 
following; 

Gentlemen: 

Thl* will acknowledge receipt of your quo¬ 
tation in response to our Request for Pro- 
posAia No_.....^1......^...__ 

Your Interest in submitting a quotation fs 
appreciated by this activity; however, we are 


unable to award you a contract in this 
Instance. 

Yours very truly. 

Contracting Officer. 

This letter may be modified, at the op¬ 
tion of the contracting officer, to include 
the award Information specified In sub- 
paragraph < 2 ) of this paragraph. 

(2) If additional information regard¬ 
ing the award is requested by suppliers 
invited to submit quotations, contracting 
officers will furnish the name and ad¬ 
dress of the successful supplier and the 
actual or approximate contract line item 
prices, but. .is a general rule, will not re¬ 
veal the names of unsuccessful suppliers, 
and. In no case, the amounts and condi¬ 
tions of their quotations. 

<3) Information concerning a classi¬ 
fied negotiated contract may not be fur¬ 
nished by telephone. In the case of 
classified negotiations, information re¬ 
garding the name of the successful sup¬ 
plier and the contract price will be fur- 
nisbed>only to unsuccessful suppliers in¬ 
vited to quote, and then only upon 
request. 

(4) In no event will cost breakdowns 
or other profit or cost information sub¬ 
mitted by any supplier be revealed to 
any other supplier. 

(5) In some Instances providing in¬ 
formation according to the above re¬ 
quirements may entail special selective 
preparation of lengthy lists of bidders 
and or items, or other clerical work of 
sufficient extent to interfere with normal 
operations of the office. The contracting 
officer may courteously decline to furnish 
the Information in the manner requested. 
It is suggested that the inquirer be ad¬ 
vised that the information is too exten¬ 
sive to be compiled and transmitted at 
Government expense, and that the nec¬ 
essary records will be made available for 
examination in the appropriate office of 
the procuring activity if he or his repre¬ 
sentative wishes to call. 

16 ) Disclosure of information relative 
to contracts resulting from negotiation 
will not include the reason for selecting 
a particular source except in the par¬ 
ticular case where the inquiry is initially 
made by an unsuccessful bidder who is 
lower in price than the successf id bidder, 
in which Instance sufficient information 
will be furnished in the reply to fully 
explain the basis for award. 

(7) The above procedures are not in¬ 
tended to apply to requests from sup¬ 
pliers for general information concern¬ 
ing purchases made over extended 
periods of time, such as one for Informa¬ 
tion on the number of parachutes pur¬ 
chased during a year and the prices paid. 
Such requests will be returned and the 
inquirer informed that it is not AF pol¬ 
icy to compile and disseminate such in¬ 
formation. 

$ 1003.107 Late proposals and late un¬ 
solicited revisions to proposals . 

it 1003.107-2 Procedure . Research 
and development procurements are ex¬ 
empt from the procedure set forth In 
paragraphs <a> and <b> of this section. 

(a> In each case tn which a late low 
proposal, or a late proposal otherwise 


worthy of consideration. Is received from 
a qualified bidder, the contracting officer 
will immediately execute a finding an.i 
determination as to the course of action 
which he deems to be in the best Inter¬ 
ests of the Government, taking into 
account all pertinent factors, and will 
refer it to the appropriate officer for 
written concurrence; 

(b) If it is determined by the aforesaid 
officer that U is in the best interest of 
the Government to consider the late 
proposal, the contracting officer*' will rc- 
solicit all the other bidders who are capa¬ 
ble of meeting requirements. 

1 1003.108 Negotiation of initial pro¬ 
duction contracts for technical or spe¬ 
cialized military supplies, (a) The pol¬ 
icy set forth in $ 3.108 (a) of this title 
and this section is applicable to the pro¬ 
duction of: (1) Important new technicril 
of specialized military supplies such as 
tanks, radar, guided missiles, aircraft, 
rockets, and equipment of similar com¬ 
plexity which generally Involve develop¬ 
ment, evaluation, and Initial production 
phases, ( 2 ) major components of such 
equipment as the foregoing, (3) items of 
a technical or specialized nature neces¬ 
sary for the use, maintenance, or opera¬ 
tion of such equipment as the above. 

<b) Recognition of industry-financed 
research and development is vital to Inc 
creased participation by Industry in this 
field. Therefore, the policy set forth in 
i 3.108 of this title Is applicable to a con¬ 
cern which is responsible for the develop¬ 
ment of the design of the technical or 
specialized supplies, even though the 
concern did so without a Oovemmcm 
contract. 

(c) The analysis required by ft 3.108 
(b) of this title will be accomplished by 
the contracting officer, and in addition to 
being made a part of the contract file, 
will be used as justification for the de¬ 
termination and findings required by 
paragraph (d> of this section. In mak¬ 
ing the analysis, the contracting officer 
will give due consideration to the factors 
set forth In ft 3.108 <b) of this title to de¬ 
termine whether It is proper to negotiate 
only with the developer. Where such 
factors are not controlling, procurement 
will be effected either by formal adver¬ 
tising or by competitive negotiation 
where justified by one of the circum¬ 
stances authorizing negotiation set forth 
In subpart B, Part 3, Chapter I of this 
title. Thi either instance, the developer 
will be included among the sources 
solicited. 

(d> Prior to negotiation pursuant to 
ft 3.108 of this title, the Secretarial deter¬ 
mination and finding required by sub¬ 
part C, Part 1003 of this chapter will be 
obtained. 

f 1003.150 Notice of protest against 
award. Notice wTll be given promptly to 
all bidders affected thereby of any pro¬ 
test or objection against the awarding of 
a contract to any particular bidder, in 
order that, if the parties interested so 
desire, they may take action in their be¬ 
half before further steps are taken in the 
matter of awarding the contract. 

5 1003.153 Requests for proposals: 
percentage of subcontracting . When an 
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FCIt Is contemplated as prescribed In 
Part 1052 of this chapter, the RFP will 
contain the following clause: ‘‘Bidder 
represents that the estimated percentage 
of subcontracting contemplated on this 
procurement is-percent.” 

Not*. The “peresatage of subcontracting** 
will be reported as a percentage of the prime 
contractor's selling price. ^Subcontracting’* 
means only contracts for the production of 
or work upon an Item, component, or as* 
**mbly and does not include: (1) any pur¬ 
chase of a standard commercial or catalog 
turn. (U) any purchase of a basic raw ma¬ 
terial. (Ill) any purchase of supplies, or 
services for the general operation of the 
contractor's plant, or (lv) any purchase 
Irum a parent, subsidiary, or amilate of the 
contractor. 

§ 1003.154 Award, Award will be made 
with reasonable promptness by written 
notice to that contractor whose proposal 
will be most advantageous to the Gov¬ 
ernment, price and other factors con¬ 
sidered. Award will be effected by mail¬ 
ing or delivering to the contractor a 
properly executed award or preliminary 
notice of award. 

SUBPART B—CIRCUMSTANCES PERMITTING 
NEGOTIATION 

5 1003.201 National emergency. 

t 1003.201-1 Authorization. On Au¬ 
gust 16, 1956. the Assistant Secretary of 
the Air Force executed the following 
determination and finding: 

DmuiWATXOim and Findings 

Acthoritt to Nsgottatt Purchases and Con¬ 
tracts Undo* 8xctjon 2 (c) (1) or thz 

Arxird SrRvici.a Pmocu*smcnt Act or 1947 

A national emergency was declared by the 
President on 16 December 1960. On 18 De¬ 
cember 1960 the Assistant Secretary of the 
Air Force executed a determination authoriz¬ 
ing the negotiation of all purchases and con¬ 
tracts by the Department of the Air Force 
under Section 2 (c) (1) of the Armed Services 
Procurement Act of 1947. However, the con¬ 
tinued use of the authority to negotiate 
pursuant to Section 2 (c) (1) was limited 
by the Materiel Secretaries Council for pro¬ 
curements Initiated on and after 1 January 
1956 to four categories as specified In ASPR 

a 2001.2. 

The national emergency declared by the 
President on 10 December 1950. being attU In 
effect, n was determined by the Assistant 
Secretary of the Air Force. Materiel, acting in 
concert with the Assistant Secretaries of the 
Army and Navy, that the continued use of 
authority to negotiate, pursuant to Section 
2 (c) (1) of the Armed Services Procurement 
Act of 1947. on the limited bails specified 
above, was necessary In the public Interest. 
Accordingly, the negotiation or purchases 
*hd contracts by the Deportment of the Air 
fVrce is authorized under Section 2 (c) (1) 
of the Armed Services Procurement Act of 
1947 during the period of said national enter- 
lency in accordance with ASPR ,7-2012. 

The determination of the Assistant Secre¬ 
tary of the Air Force. 18 December 1950. with 
t^pect to the use of Section 2 (c) (1) during 
ihe period of said national emergency Is 
tuperoeded In the manner and to the extent, 
and ss of the effective date provided by 
ASPR 3-201.3. 

Is] Dudley C. Sharp, 
Dvdljct C. Sharp. 

Assistant Secretary of 

the Air Force. 
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! 1003.201-2 Application. fa) The 
term "procurements initiated" used in 
l 3 201-2 <b) of this title Is defined as 
those procurements on which written so¬ 
licitations of quotations have been ac¬ 
complished. or in the casc of letter con¬ 
tracts. the date of the letter contract. In 
addition to the four categories set forth 
in §3.201.2 (b) of this title, purchases 
or contracts in excess of $1,000 but not 
In excess of $2,500 may be negotiated 
under authority of section 2 tc) (l). 
Public Law 413 <80th Congress) (62 
Stat. 21; 41 U. S. C. 151). 

(b> Negotiated procurements other 
than the five categories referred to in 
paragraph (a> of this section must be 
authorized under the appropriate sub¬ 
section of section 2 <c> of Public Law 
413 (60th Congress) (62 Stat. 21; 41 
U. S. C. 151). Purchases or contracts 
negotiated under the five categories of 
paragraph (a) of this section will cite 
section 2 (c) (1) Public Law 413 (80th 
Congress) <62 Stat. 21; 41 U. S. C. 151) 
on the face of the DD Form 351. 702, 738, 
or 746-2 as appropriate and no further 
written determinations and findings arc 
necessary. 

I 1003.202 Public exigency. 

§ 1003.202-2 Application . The refer¬ 
enced ASPR illustrations of circum¬ 
stances under which tills authority may 
be used are not all inclusive. 

§ 1003.204 Personal or professional 
services. 

i 1003.204-1 Authorization. fa> Sec¬ 
tion 15 of the act approved August 2.1946 
as amended (60 Stat. 810; 5 U. S. C. 55a), 
provides: 

Th« head of any department, when au¬ 
thorised In an appropriation or other act, 
may procure the temporary (not in excess of 
1 year) or Intermittent service* of expert* or 
consultant* or organisation* thereof, includ¬ 
ing stenographic reporting service*, by con¬ 
tract. and in euch cose* each service shall be 
without regard to the civil-service and cJasrI- 
fleatian laws (but a* to agencies subject to 
the Cl ossifiestlon Act at rates not In excess 
of the per diem equivalent of the highest rate 
payable und^r the ClataificaUon Act. unless 
other rate* are specifically provided In the 
appropriation or other law) and except In the 
case of stenographic reporting services by 
organization*, without regard to section 3700, 
Revised Statutes, a* amended by this act. 

(b) Department of Defense Appropria¬ 
tion Act, 1956 (Public Law 157, 84th 
Congress) (69 Stat. 301), states; 

Sec. 601. During the cVrTent fiscal year, the 
Secretary of Defense anXthe Secretaries of 
the Air Force, Army and Ravy, respectively. 
If they should deem It advantageous to tho 
national defense, and If. in their opinion*, 
the existing facilities of the Department of 
Defense are inadequate, are authorized to 
procure service* In accordance With Section 
16 of the Act of August 2, 1946 (6 U 8. C. 
66a). but at rates for Individuals not in ex¬ 
cess of 650 per day. and to pay In connection 
therewith travel expenses of Individuals, In¬ 
cluding actual transportation and per diem 
in lieu of suoMitence while traveling from 
their homes or places of business to ofQclnl 
duty station and return as may be authorised 
by law: Provided, that such contract* may 
be renewed annually. 
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§ 1003.204-2 Application. Tho gen¬ 
eral authority contained in § 3.204-1 of 
this title will be used only with respect 
to contracts for personal or professional 
services which arc otherwise specifically 
authorized by law. as in the preceding 
paragraph. A finding by the Secretary 
is required by acts of Congress other 
than the Armed Services Procurement 
Act (62 Stat. 21; 41 U. S. C. 151) and if 
such finding is obtained, no separate 
determination aqd finding is required. 

(a) Services authorized . The provi¬ 
sions of the Appropriation Act quoted in 
§ 1003.204-1 (b) affect each contract for 
expert .or consultant services (such as 
architectural, engineering, technical, or 
professional services) made with any in¬ 
dividual or made with a firm or corpora¬ 
tion which is engaged primarily in the 
business of furnishing such services, and 
each contract for the employment of 
services of accountants or other experts 
to assist in inaugurating new or changing 
old methods of transacting business of 
the Air Force. Except as stated in this 
section, the provisions do not apply to 
any contracts with firms or corpora¬ 
tions for services related to the develop¬ 
ment, invention, design, procurement, 
production, repair or maintenance of 
supplies, material, or facilities, or to any 
other type of contract. 

(b) Citation of statutory authorities. 
Each contract or supplemental agree¬ 
ment described In paragraph (a) of this 
section will cite as authority section 
2 (c) (4) of Public Law 413 (80th Con¬ 
gress) <62 Stat. 21; 41 U. 8. C. 151), 
section 15 of the act approved 2 August 
1946 (Public Law 600. 79th Congress), 
(60 Stat. 810; 5 U. 8. C. 55a). and the 
applicable section of the current appro¬ 
priation act. 

§ 1003.207 Medicines or medical 
supplies. 

{ 1003.207-2 Application, fa) In ad¬ 
dition to meeting the two requirements 
set forth in § 3.207-2 of this title, the 
proposed procurement must concern 
supplies which are authorized for local 
purchase by | 1004.256-31 of this chapter 
or central procurement type items for 
which specific local purchase authority 
has been obtained. 

(b> For procurements estimated to ex¬ 
ceed $10,000. the requirement for "suit¬ 
able advance publicity'* will be deemed 
to be compiled with if written requests 
for proposals arc circulated to business 
concerns engaged in manufacture and/or 
sale of the supplies Involved, including 
qualified dealers known to have current 
interest In selling such supplies to the 
Government (see § 1003.101-53 <d) (1) 
for selection of sources). 

SUBPART 0—TYPES OF CONTRACTS 

§ 1003.401 Authorized types of con¬ 
tracts. The major types of authorized 
Air Force contracts are summarized and 
Identified in the following chart. More 
detailed discussion relating to the na¬ 
ture and effect of individual types, con¬ 
ditions for use, rules for administration 
and the respective clauses where appli¬ 
cable, are set forth in the sections iden¬ 
tified in the chart. 




1326 


RULES AND REGULATIONS 


Ciu»t—Avtuommo Trrc« or Comu<-r» 

/ it ifrufjiim 

TVp* sfewdhKf /itoiU/fro/iss rtfrrmtt 

(A) #*!*«( prJf* c*wfr*ee*: 

1. Firm. .... FI* I tnruiOM. 

2. With oral*Linn- FI E { 1003, *0-1 

(D) Firtd ftrir* contract Ff’Ji | loa.KU. 

u lti prorUlnm /or 
rtJfttr nw 1 * 4 /ion: 


1. Form 1.... 

2. Form IIA. 

3. Farm ITB...™ 

4 . Form lit.. 

ft. Farm IV....... 

a, Form V'.... ... 

7. Fttivl |vln» In* 

tlvr; 

a. With tnrprt 

Hr l at Um 
oiitwi. 

b. With tor r»-t 

ret tlurinc 

OOttfHO ot 

rontivrL 

<C) 0*1 etmtreeU: 

l. (!«t rrtmhcir^- 
mrnt (will*, 
otit for). 

X CiM nharlttC . - 

3. Cost-plus-s- 

fl.trt|- 4 rr. 

4. Ca*H>l«**tnorn* 

tlre-fr*. 

(D) Tim* kh4 i 

<El MlBCtll'ItlfOUM, 

L contmH. 

X llaiir agrrn* 
mrflU. 

I. rail cnnlracu . 
4 . Open amtrartt 
X K«*fjnlrrmrnt« 
contracts 


FPn-t 

I KXQ .Mtt-a. 

FFR-HA 


iou.eo-7. 

FPII-IIII 


tf«* SKI-A 

FPR-ITI 


inn inct-o. 

gin-tv 


lOtt.ecMn. 

FHIl-V 


tna.gn ii. 

rri 


1001404. 

FplF 

| torn KM 2(d). 

FPIR 

| KM3.404 -2 (•). 

t hxa 10 & 

CR 

i 

1 14UCL 40V1 

C* 

I lnrn.mv*. 

CPFF 

Iiodsn. 

CPIF 

1 turn «ot x 

T-M 

1100X407. 

1,0 

\ 

[ 1001.404. 

BA 

1 

\ UttMUM. 

CC 

\ 

1 incn.UKL 2 <bl. 

56 


i um 400-2 (d. 

RC 

ft 10(0.100 2 <d). 


$ 1003.402 Fixed price contracts . 

I 1003.402-1 Firm fixed price. This 
type of contract is preferred ever any 
other, circumstances permitting. and 
should be used whenever feasible. 

Description . This contract type Is 
such that both parties are bound by the 
negotiated prices for the life of the con¬ 
tract. The Air Force Is committed to 
pay the negotiated price upon delivery 
and acceptance of the items called for in 
the contract. No adjustment of the 
price is possible, except in those rare 
Instances where Public Law 921 (64 Stat. 
1257; 50 V. S. C. App. 611) procedures 
may be Invoked. 

S 1003.402-2 Fixed price icith escala¬ 
tion —(a) Description. This type of 
contract provides for limited upward and 
unlimited downward adjustment of the 
total contract price on the basis of in¬ 
creases or decreases from an agreed upon 
level in published prices of specific items 
or in price levels of the contract end 
items. Thus the business risk of a con¬ 
tractor in a firm fixed price contract is 
reduced by the inclusion of escalation 
provision in which the Government and 
or.tractor agree to revise contract 
prices upon the happening of the pre¬ 
scribed contingency. 

<b> The following limitations apply 
to the use of the “Abel” and •Baker*' 
clauses in $ 1003.402-2 <f> and <g>: 

(1> The “Abel” or “Baker” clauses 
may be used in negotiated procurements 
for electrical brass, copper, and chemical 
Items, and machine tools, when the total 
amount of the procurement does not ex¬ 
ceed $10,000. 

<2> The “Abel” clause is authorized 
for use where standard commercial items 
are being procured which have estab¬ 
lished and published prices. 

(3) The “Baker” clause is authorized 
where nonstandard Items are being pro¬ 
cured which are somewhat equivalent to 
a standard commercial item. Nonstand¬ 
ard items are those normally made by 


the manufacturer for its commercial 
business and which the contractor would 
not be able to sell in its commercial 
trade if the contract were terminated. 

(4 > A ceiling percentage in accordance 
with the following will be placed in the 
blank space in paragraph (2) (il> of 
either the "Abel” or the “Baker” clause 
whenever used: 

<l) If deliveries will be completed 
within 1 year from the effective date of 
the contract, the ceiling will not exceed 
10 percent. 

(ii) If delivery time will exceed 1 year 
from the effective date of the contract 
the minimum percentage necessary to 
efTect the procurement will be used, but 
may not exceed 15 percent. 

(5) In machine tool procurements 
where the quantities of tools being pur¬ 
chased exceeds the quantities normally 
sold annually by the seller, the ”Aber 
clause may be used with paragraph <3> 
of the “Baker” clause substituted for 
paragraph i3) of the “Aber clause. 

(c> Price escalation for standard steel 
items or aluminum products . The fol¬ 
lowing contract clause is authorized for 
use in negotiated fixed-price contracts 
for the purchase of standard steel items 
or aluminum products (see paragraph 
(d> of this section for call contracts >: 

Peice Escalation Clause 

(11 Contractor agrees that the prices here¬ 
in set forth do not. and should any escalation 
of price be effected, will not exceed those 
charged by the contractor to any other cus¬ 
tomer purchasing the came Items In like 
qunntitles. The contractor shall notify the 
contracting officer of each decrease In any 
of such established prices and each appli¬ 
cable contract unit price shall be decreased 
accordingly. Any decrease In a unit price 
shall become effective concurrently with the 
effective date of each applicable decrease in 
contractor's established price and the con¬ 
tract shall be amended accordingly. 

(2) The contractor may at any time, or 
from time to time, during the performance 
of the contract request In writing an up¬ 
ward adjustment In any of the contract unit 
prices to be effective as from a date to be 
specified by the contractor, subject to the 
following conditions: 

(1) No unit price as adjusted shaU exceed 
the contractor's applicable established price. 

(Ill The aggregate of the Increases In any 
unit price made under this paragraph shall 
not exceed 10 percent of the original appli¬ 
cable contract unit price. 

(Ill) No adjusted unit price shall be ef¬ 
fective earlier than the effective date of any 
Increase In the applicable established price. 

(3) In the event the requested adjustment 
In any contract unit price is acceptable to the 
contracting officer, he shall so notify the 
contractor, and the contract shall be modi¬ 
fied accordingly. If any such requested ad¬ 
justment In a unit price la not acceptable to 
the contracting officer, he shall so notify the 
contractor in writing, and unless an agree¬ 
ment can be reached as to the amount of 
Increase, the Government may cancel with¬ 
out liability to either party the contractor's 
right to proceed with performance of the 
portion of the contract which Is undelivered 
at the time of such cancellation, except that 
the contractor may make delivery of all or 
any of the supplies which a duly Authorised 
officer of the comprny shall certify were 
completed or In the process of manufacture 
at the time of receipt of notice of such 
cancellation, and the Government shall pay 
for all supplies so delivered at the applicable 
unit price contained in contractor's said re¬ 
quest and the contract shall be modified 


accordingly; provided. Hint such certification 
Is made within 10 days after receipt of nolhc 
of such cancellation and such requested In¬ 
crease satisfies all of the conditions and does 
not exceed the limitations of paragraphs (1) 
and (2). 

14) During the period prior to such cancel¬ 
lation. the contractor shall continue de¬ 
liveries according to the terms of the contract 
and shall be paid therefor at the applicable 
Increased unit prices so requested: provided 
such requested Increases satisfy all of the 
conditions and do not exceed the limitations 
of paragraphs (1) and (2). 

(5) If notice of cancellation Is not sent to 
the Contractor within 30 days after receipt 
by the Contracting Officer of the Contractor i 
request, supplies delivered subsequent to the 
date apeoifidb In such request, and prior to 
the effective date of any subsequent tncrea e 
or decrease In Contractor's applicable estab¬ 
lished prices shall be paid for at the ap¬ 
plicable increased unit prices so request* r 
provided, such requested Increases satisfy nil 
of the conditions and do not exceed the limi¬ 
tations of paragraphs (1) and (2). 

<d> Price escalation for standard sterl 
items or aluminum products (Call Gon- 
tracU). In flxed-price call contracts for 
standard off-the-shelf standard. steel 
Items or aluminum products the follow¬ 
ing clause is authorized: 

Paicx Escalation Clause (Call Contiactm 

(1) The contractor agrees that the price* 
herein set forth do not. and should any 
escalation of the prices be effected, will not 
exceed those charged by the Contractor :o 
any other customer purchasing the same 
Items In like quantities. The contract <r 
ahaU notify the contracting officer of each 
decrease In any of such established price* 
and each applicable contract unit price shall 
be decreased accordingly. Any decrease In s 
unit price ahaU become effective concurred ly 
with the effective date of each applicable 
decrease In contractor's established price and 
live contract shall be amended accordingly 

(2) The contractor may at any time, w 
from time to time, during the performsn-r 
of the contract request In writing an upward 
adjustment In any of the contract unit 
prices to be effective as from a date to t* 
specified by the contractor, subject to the 
following conditions: 

(1) No unit price as adjusted shall exceed 
the contractor’s applicable established price. 

(U) The aggregate of the Increases in any 
unit price made under this paragraph *h»tt 
not exceed 10 percent of the original applica¬ 
ble contract untt pflce. 

(111 i No adjusted unit price shall be effec¬ 
tive earlier than the effective dale of any 
Increase In the applicable established price 

(3) In the event the requested adjustment 
In any contract unit price Is acceptable to the 
contracting officer, he shall so notify the con¬ 
tractor. and the contract shall be modified 
accordingly. If any such requested adjust¬ 
ment in a unit price is not acceptable to the 
contracting officer, he ahaU so notify the con¬ 
tractor In writing, and unless an ogreemrnt 
can be reached as to the amount of Increase, 
the Government may cancel without liability 
to either party the contractor's right to pro- - 
ceed with performance of the portion of the 
contract which la undelivered at the time 
of such cancellation. 

(4) If notice of cancellation Is not sent to 
the contractor within 30 days after receipt by 
the contracting officer of the contractor's re¬ 
quest. supplies delivered subsequent to th f 
date specified In such request, and prior to 
the effective date of any sub6equcnt lucre*** 
or decrease In contractor's applicable estab¬ 
lished prices, shall be paid for at the applica¬ 
ble increased unit prices so requested, pro¬ 
vided. such requested increases satisfy all of 
the conditions and do not exceed the limi¬ 
tation* to paragraph (1 j and (2). 
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(e> Price Escalation (Clause Abel). 

Puck Escalation (Claus* Abel) 

(I) The contractor agrees that the prices 
herein set forth do not. and should any es¬ 
calation of price be effected, will not exceed 
th one charged by the contractor to any other 
customer purchasing the same items in like 
quantities. The contractor shall notify the 
contracting officer of each decrease In any of 
ruch established prices and each applicable 
contract unit price shall be decreased ac¬ 
cordingly. Any decrease in a unit prtee shall 
became effective concurrently with the effec¬ 
tive date of each applicable decrease in con¬ 
tractors established price, and the contract 
shall be amended accordingly. 

(3) The contractor may at any time, or 
(rum time to time, after the date of thia 
contract, and during the performance of the 
contract, request In writing an upward ad¬ 
justment In any of the contract unit prices 
to be effective as from a date to be specified 
by the contractor subject to the following 
conditions: 

(1) No unit price shall be Increased by a 
percentage greater than the percentage In¬ 
crease In tho contractor's applicable estab¬ 
lished price. 

<U) Tor deliveries pursuant to the terms 
ol this contract, the aggregate of the in¬ 
creases In any unit price made under this 
pimgmph shall not exceed ---- percent of 
the original contract unit price. 

(Ill) No adjusted unit price shall be effec¬ 
tive earlier than the effective dnte of any 
increase in the applicable established price, 
and no increase shall be granted unless the 
contractor's applicable established price has 
Increased subsequent to the date of this 
contract. \ 

(3) In the event that the requested ad¬ 
justment in any contract unit price Is ac¬ 
ceptable to the contracting officer, he shall 
so notify the contractor, and the contract 
■hall be modified accordingly. If any such 
requested adjustment In a unit price is not 
acceptable to the contracting officer, he shall 
so notify the contractor in writing, and un¬ 
less an agreement can be reached as to the 
amount of increase, the Government may 
cancel without liability to either party the 
contractor's right to proceed with perform¬ 
ance of the portion of the contract which la 
undelivered at the time of such cancellation. 

<4> During the period prior to such can¬ 
cellation, the contractor shall continue de¬ 
liveries according to the terms of the con¬ 
tract and shall be paid therefor at the 
applicable increased unit prices so requested, 
provided thst such requested Increases astlefy 
all the conditions and do not exceed the 
limitations of paragraphs (1) and (3), 

(5) If notice of cancellation is not sent to 
the contractor within 30 days alter receipt 
by the contracting officer of the contractor's 
request, supplies delivered subsequent to the 
date specified In such request, and prior to 
the effective date of any subsequent increase 
or decrease In contractor's applicable estab- 
liahcd prices, shall be paid for at the applica¬ 
ble increased unit prices so requested, pro¬ 
vided that such requested Increases satisfy 
all the conditions and do not exceed the limi¬ 
tation* of paragraphs <l) and (3). 

(!) Price Escalation ( Clause Baker ). 

Paxes Escalation (Clause Bants) 

(1) The contractor warrants that the sup¬ 
plies covered by this contract are supplies 
*bich the contractor customarily offers for 
»le commercially, modified In accordance 
wit ^ *pectficatlona of this contract, and thst 
*ny differences between the unit prices stated 
herein on the date of this contract and Its 
established prices far like quantities of the 
iuppllsp which are the nearest commercial 
'quivalenta of supplies covered by this con¬ 
tract (herein referred to as M the established 
prices*) arc due to differences in costs rc- 
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suiting from compliance with such specifica¬ 
tions. The contractor agree* that the prices 
herein set forth do not, and should any es¬ 
calation of price be effected, will not exceed 
those charged by the Contractor to any other 
c us to mar purchasing the some items in like 
quantities. If at any time during the per¬ 
formance of this contract any of the estab¬ 
lished prices ore reduced, each applicable 
contract unit price shall be reduced by the 
some percentage that such established price 
Is reduced. Upon such reduction In any of 
the established prices the contractor shall 
promptly advise the contracting officer of the 
reduction In the applicable established price. 
Any such reduced price shall be effective as 
to deliveries made on and after the effective 
date of the reduction In the applicable es¬ 
tablished price and the contract shall be 
modified accordingly. 

(3) The contractor may at any time, or 
from time to time, after the date of this 
contract and during the performance of the 
contract, request In writing an upward ad¬ 
justment In any of the contract unit prices 
to be effective as from a date to be specified 
by the contractor, subject to the following 
conditions: 

(I) No unit shall be Increased by a per¬ 
centage greater than the percentage Increase 
In the contractor's applicable established 
price. 

(U) The aggregate of the Increases In any 
unit price made under this section shall not 
exceed percent of the original applicable 
contract unit nrlce. 

(Ill) No adjusted unit price shall be ef¬ 
fective earlier than the effective date of any 
Increase In the applicable established price 
and no Increase shall be granted unless the 
contractor's applicable established price has 
Increased subsequent to the date of this 
contract. 

(lv) Any adjusted unit price shall apply 
only to those supplies delivered pursuant to 
the terms of this contract. 

(3) In tbe event the requested adjustment 
In any contract unit price is acceptable to the 
contracting officer, he shall so notify the con¬ 
tractor. and the contract shall be modified 
accordingly. If any such requested adjust¬ 
ment in a unit price Is not acceptable to the 
contracting officer, be shall so notify the con¬ 
tractor in writing, and unless an agreement 
can be reached as to the amount of lnrresse, 
the Government may terminate for conven¬ 
ience under the termination article the con¬ 
tractor's right to proceed with performance of 
that portion of the contract with respect to 
which the contracting officer has withheld 
approval of the requested adjustment 'and 
which U undelivered at the time of such 
termination. 

(4) During the period prior to such termi¬ 
nation, the contractor shall continue de¬ 
liveries according to the terms of the con¬ 
tract and shall be paid therefor at the appli¬ 
cable Increased unit prlocs so requested, to 
the extent that such requested Increases 
satisfy all the conditions and do not exceed 
the limitations of paragraphs (1) and (2). 

(5) If notice or termination is not sent to 
ths contractor within 30 days after receipt 
by the contracting officer of the contractor's 
request, supplies delivered subsequent to ths 
date specified in such request, and prior to 
the effective date of any subsequent Increase 
or decrease in contractor's applicable estab¬ 
lished prices, shall be paid for at the appli¬ 
cable increased unit prices so requested, to 
the extent that such requested increases 
satisfy all the conditions and do not exceed 
the limitations of paragraphs (1) and (2). 

§ 1003.403 Fixed price contracts with 
provisions /or redetenninatiem of price. 
Where the conditions precedent to the 
use of a firm fixed-price contract cannot 
be sufficiently satisfied to assure reason¬ 
able pricing, some other type of contract 
necessarily must be resorted to. Price 


1327 

redetermination clauses, coupled with 
price and cost analysis, are means by 
which close pricing may be achieved. 
Depending upon the particular form of 
price redetermination selected, the con¬ 
tract price may be adjusted upward or 
downward at times prescribed in the con¬ 
tract. or at the demand of either party, 
cither during or after the period of con¬ 
tract performance, and may be prospec¬ 
tive or retroactive In effect. The basic 
purpose underlying price rcdeterminable 
contracts is to shift the assumption of 
risk from a contractor to the Govern¬ 
ment, and this process involves the re¬ 
moval of contingencies from quoted 
prices to the extent practical. By such 
means the Government anticipates pay¬ 
ing for contingencies only to the extent 
they occur or are reasonably predictable. 
The major problem, underlying this rela¬ 
tively simple objective, is to establish and 
maintain sufficient incentive through 
close target or prospective pricing to in¬ 
duce the contractor to control ‘'control¬ 
lable costs.- This problem, however, is 
o difficult one and requires the exercise 
of sound Judgment by both parties in the 
circumstances. Price redetermination 
should not be used as a substitute for an 
Intelligent initial analysis of price. 

I 1003.403-4 Optional interim cost 
data provision . The clause set forth in 
this section Is authorized for use in con¬ 
nection with types of contracts which 
provide for optional repricing on de¬ 
mand. The purpose of this clause is to 
provide the contracting officer with pe¬ 
riodic information relative to significant 
changes In costs incurred In the perform¬ 
ance of a contract. This clause may be 
modified in minor respects to meet indi¬ 
vidual situations providing the substance 
thereof is not changed. 

Cost Data Claus* 

Contractor agree# tbnt he will furnish to 
the Contracting Officer sixty (SO) days after 
the effective date of this contract, and at 
intervals of not more than ninety (00) days 
thereafter, so long as any of the supplies or 
services called for by this contract remain 
undelivered, a statement itemized so far as 
practical in the manner prescribed in DD 
Form 633 showing the costs expended and in¬ 
curred to the date of such statement and 
the estimated percentage of completion of 
the work. Each such statement will show 
costs as of a date not fnore than ten (10) 
days prior to f tbe date of submission of 
statement to the Government. Tho state¬ 
ment will be acceptable In summary form, 
segregated as to elements of cost, hut with¬ 
out supporting schedules, provided It is 
signed by the president, the treasurer, or 
other chief financial officer of the company. 
The statement will, if possible, be by factory 
releases or production lots, and may state 
that It contains reservations for costs not 
yet recorded If the approximate extent of 
such reservations is indicated. 

f 1003403-5 Optional ceiling price 
provision. Certain price redetermina¬ 
tion contracts do not provide mandatory 
ceilings on price, but provide for unlim¬ 
ited upward or downward adjustment. 
A ceiling price provision may be included 
in the clauses referred to in this section 
at the discretion of the contracting 
officer. The following language is sug¬ 
gested: 

In no erent shall the redetermined prices 
hereunder exceed_-_ This 
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factor may be expressed In dollars or as a 
percentage of the Initial contract price. The 
percentage factor la preferable, particularly 
If provisional Items are procured. 

5 1003.403-6 Form I (FPR~n . peri¬ 
odic pricing at fixed intervals (prospec¬ 
tive only >—(A) Description. The Form 
1 clause appearing In paragraph <b> of 
this section provides for unlimited up¬ 
ward or downward revision of the price 
at intervals fixed in paragraph (2) of 
the clause. The Government and the 
contractor are bound by the prices nego¬ 
tiated for the first period; thereafter 
revision of price is prospective only. 

<b> Form I clause ( periodic prices at 
fixed intervals —prospective only). 

Fo*m I Clause 

(1) The price* set forth herein may be 
Increased or decreased In accordance with 
thl* clause. 

(2) Pries periods. The Government and 
the contractor agree to revise the contract 
price* under tbli contract periodically In ac¬ 
cordance with till* clause and agree that the 
performance of this contract will be divided 
Into successive periods for that purpose. 

The first period wlU extend from_.... 

-..to... 

and the second and each succeeding period 
will extend for .............. months from 

the end of the preceding period. The Orst 
day of the second and each succeeding 
period is hereinafter referred to as "the 
effective date of the price revision.*' ....... 

-day* before the end of each 

period hereunder, except the last, or at *uch 
lime or times a* the contracting officer may 
fix. the contractor shall furnish the state* 
menu and data referred to In paragraph ( 3 ) 
of thl* clause. 

(3) Submission of data. At the time or 
each of the times specified or provided for 
in paragraph ( 2 ) of this clause, the con¬ 
tractor ahail submit (I) a new estimate and 
breakdown of the unit cost and the proposed 
prices of the item* to be delivered in the 
succeeding period under this contract. 
Itemized so far cut 1* prescribed In DD Form 
No. 633; (ill an explanation of the differ* 
cnees between the original (or last preced¬ 
ing) estimate and the new estimate; (Hi) 
such relevant shop and engineering data, 
cost records, overhead absorption reporu 
and accounting statements os may be of as¬ 
sistance in determining the accuracy and 
reliability of the new estimates; (tv) a state¬ 
ment of experienced costs of production 
hereunder to the extent that they are avail* 
able at the tlmo or times of the negotiation 
of the revision of prices hereunder; and (v) 
any other relevant data usually furnished 
In the case of negotiation of prices under a 
new contract. The Government may make 
such examination of the contractors ac¬ 
counts. records and books as the contracting 
officer may require and may make such audit 
thereof os the contracting officer may deem 
necessary. 

(4) Negotiation*, (a) Upon the filing of 
the stAtemenu and data required by para¬ 
graph (3) of this clause, the contractor and 
the contracting officer will negotiate 
promptly In good faith to agree upon prices 
for Items to be delivered on and after the 
effective date of the price revision. Nego¬ 
tiations for price revision under U 1 I 4 clause 
■hall be conducted on the same basis, em¬ 
ploying the same type* of data (Including, 
without limitation, comparative prices, com¬ 
parative costs, and trends thereof) as In the 
negotiation of prices under a new Depart¬ 
ment of the Air Fbrce contract. 

(b) After each negotiation the agreement 
reached will be evidenced by a supplemental 
agreement stating the revised price* to be 
effective with respect to deliveries on and 
after the effective date of the price revision. 
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(5) Disagreements. If within 30 days after 
the effective date of the price revision (or 
such further period as may be fixed by 
written agreement) the contracting officer 
and the contractor foil to agree to revised 
prices for the period In question, the failure 
to agree shall be deemed to be a disagree¬ 
ment as to a question of fact which shall be 
disposed of In accordance with the clause 
herein entitled "Disputes.** 

( 6 ) Payments. Until new prices shall be¬ 
come effective in accordance with thl* clause, 
the prices In force at the effective date of 
the price revision shall be paid upon all de¬ 
liveries, subject to appropriate later revision 
made pursuant to paragraph ( 4 ) or ( 5 ) or 
(7) 4 b) (11) of this clause. 

(7) Termination provisions. For any of 
the purposes of the clause herein entitled 
"Termination for Convenience of the Gov¬ 
ernment*’ of this contract (Including with¬ 
out limitation, the computation of "the total 
contract price" and "the contract price of 
work not terminated"), the contract price 
of delivered articles shall bo deemed to he: 

(a) For all Items delivered prior to the ef¬ 
fective date of the price revision, the contract 
price (giving effect to any prior revisions un¬ 
der this clause) applicable to each such item; 

(b> Fhr all Items delivered on or after the 
effective date of the price revision— 

(I) the contract price as revised In accord¬ 
ance with this clause, if such revision shall 
have been agreed upon; and 

( II ) If such revision shall not have been 
agreed upon, then such estimated prices as 
the contractor arid the contracting officer 
may agree upon os reasonable under all the 
circumstances and In the absence of such 
agreement such reasonable prices as may be 
determined in accordance with the clause 
herein entitled "Disputes." 

5 1003.403-7 Form IIA (FPR-IIA). 
Optional Periodic Pricing Upon Demand 
(Prosmctive Only)—i a) Description , 
The Form IIA clause provides for an un¬ 
limited upward or downward revision of 
the price from time to time upon the 
written demand of either the Govern¬ 
ment or the contractor, subject to speci¬ 
fied limitations on the frequency of de¬ 
mand. 

<b> Form IIA clause ioptional periodic 
pricing upon demand , prospective only). 

Form IIA Clause 

(1) The prices set forth herein may be 
Increased or decreased in accordance with 
this clause. 

( 2 ) Demand for negotiation . (a) At any 

time and from time to time, subject to the 
limitations specified in thl* clause, either the 
Government or the contractor may deliver to 
the other a written demand that the parties 
negotiate to revise the prices under this con¬ 
tract. No such demand shall be mode before 

—---—-and thereafter neither 

party shall make a demand having an effec¬ 
tive date within 120 days at the effective date 
of any prior demand Each demand shall 
specify a date, not earlier than 30 days sub¬ 
sequent to the date of the delivery of the 
demand, as of which the revised prices shall 
be effective as to the deliveries made thereon 
and thereafter. This date Is hereinafter re¬ 
ferred to as "the effective date of the price 
revision." Any demand under this clause. 
If made by tho contractor, shall state briefly 
the ground or grounds therefor and shall be 
accompanied by the statements and data 
referred to In paragraph ( 3 ) of this clause. 
If the demand is made by the Government, 
such statements and data will be furnished 
by the contractor within 30 days of the de¬ 
livery of the demand. 

(b) In the event aU remaining work under 
this contract, as it may from time to time be 
amended, shall be terminated under the 
clause herein entitled "Termination for Con¬ 


venience of the Government." no dtmar .1 
shall then or thereafter be made and any 
demand the effective date of which Is le*j 
than 30 days before the effective date of such 
termination shall be void and of no effect 

(3) Submission of data. At the time or 
each of the times specified or provided for 
in paragraph ( 2 ) or this clause the con¬ 
tractor shall submit ( 1 ) a new estimate and 
breakdown of the unit cost and the propose d 
prices of the Items remaining under thla 
contract after the effective date of the price 
revision, Itemized so far as practical In the 
manner prescribed on DD Form No. 633; (!i) 
an explanation of the difference between 
tho original (or last preceding) estimate ana 
the new estimate; (ill) such relevant shop 
and engineering data, cost records, overhead 
absorption reports and accounting stair- 
menu os may be of assistance In determining 
the accuracy and reliability of the new esti¬ 
mate; (Iv) n statement of experienced ©osu 
of production hereunder to tike extent that 
they are available at the time or times of the 
negotiation of the revision of prices here¬ 
under; and (v) any other relevant data usu¬ 
ally furnished In the case of negotiation of 
prices under a new contract. The Govern¬ 
ment may make such examination of thr 
contractor's accounu. records and books as 
the contracting officer may require and may 
make such audit thereof os the contracting; 
officer may deem necessary. 

(4) Negotiations, (a) Upon the flUng of 
the statements and data required by para¬ 
graph (3) of this clause, the contractor atul 
contracting officer will negotiate prompt ly 
In good faith to agree upon prices for lteim 
to be delivered on and after the effects r 
date of the price revUlon. Negotiations for 
price revisions under this clause shall be 
conducted on the same basis, employing the 
same types of data, including, without limi¬ 
tation. comparative prices, comparative oosu 
and trends thereof as under n new Depart¬ 
ment of the Air Force contract. 

(b) After each negotiation the agreement 
reached will be evidenced by a supplement.n 
agreement stating the revised prices to be 
effective with respect to deliveries on and 
after the effective date of the price revialon 
(or such other later date os tho parties may 
fix In such supplemental agreement). 

(5) Disagreements. If, within 30 days 
after the dAte on which the statements ami 
data are required pursuant to paragraph <2) 
of this clause to be filed (or such further 
period as may be fixed by written agree¬ 
ment), the contracting officer and the con¬ 
tractor fall to agree to revised prices, the 
failure to agree shall be deemed to be a dis¬ 
agreement as to a question of fact which 
shall be disposed of In accordance with the 
clause herein entitled "Disputes.*' and the 
prices so fixed shall remain In effect for the 
balance of the contract notwlthstariding any 
other provision of this clause. 

( 6 ) Payments . # Unttl new prices shall be¬ 
come effective In accordance with this clause, 
the prices In force at the effective date of the 
price revision shall bs paid upon all deliveries 
subject to appropriate later* revision mad* 
pursuant to paragraph (4) or (5) or (7) (bl 
( 11 ) of this clause. 

(7) Termination Provisions. For any of 
the purposes of the clause herein entttled 
•‘Termination for Convenience of the Gov¬ 
ernment" (Including, without limitation 
the computation of "the total contract 
price," and "the oontract price of work not 
terminated"), the contract price of delivered 
articles shall be deemed to be: 

(a) For all items delivered prior to the ef¬ 
fective date of the price revision, the oon¬ 
tract price (giving effect to any prior revi¬ 
sions under this clause) applicable to each 
such Items: 

(b) For all Items delivered on or after 
the effective date of the price revision. 

( 1 ) the contract price as revised In accord¬ 
ance with this clause, if such revision shall 
have been agreed upon; and 
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(II) If such revision shsl! not have been 
n reed upon, then such estimated prices ns 
the contractor and the contracting officer 
may agree upon as reasonable under ail the 
Ciicunutancca and in the absence of such 
a*, reement such reasonable prices as may be 
drrrrmlned in accordance with the clause 
herein entitled “Disputes," 

I 1003.403-8 Form IIB (FPR-llB) t 
retroactive and prospective price redeter - 
minatton ( including further prospective 
redetermination upon demand )—(a) 
Description. The Form IIB clause pro¬ 
vides for a mandatory and unlimited 
upward or downward revision of the 
prices upon delivery of a specified per¬ 
centage of the principal items called for 
by the contract. This revised price ap¬ 
plies retroactively to the initial period 
and prospectively to the undelivered por¬ 
tion of the contract Thereafter the 
price may remain firm br subsequently 
be revised on demand of either party in 
essentially the same manner as pre¬ 
scribed in the Form I1A, This form of 
contract therefor contemplates a situ¬ 
ation where neither party can be bound 
by initial prices due to inexperience, the 
establishment of target prices for a 
limited period of time while experience 
Is being recorded, and the negotiation of 
firm fixed prices in subsequent periods 
based on such experience. 

<b) Form IIB clause (retroactive and 
prospective price redeterminatien . in¬ 
cluding further prospective redclermina - 
l:on upon demand.) 

Form HB Clause 

(1) The prices of the supplies to be fur- 
niiihed hereunder mmy be increased or de¬ 
creased tn accordance with this clause. 

(2) Times for negotiation, (a) Upon 
completion of delivery of .. percent of the 
(here specify the principal Items lo be fur- 
niahed under the contract) to be furnished 
under this contract, the parties shall negoti¬ 
ate to revise the prices of all items thereto¬ 
fore and thereafter to be delivered .... days 

prior to the oompletio of delivery of said__ 

percent, the contractor shall furnish lo the 
contracting officre the statements and data 
referred to in paragraph (3) of this clause. 
At any t 4 me and from time to time after 
the completion of delivery of sate! .. percent, 
subject to the limitations specified In this 
cUuie. either the Government or the con¬ 
tractor may deliver to the other a written 
demand that the parties neg- Uate to sdjuit 
the prices under this contract. No demand 
shall be made prior to 120 days after the 

completion of delivery of said_percent and 

thereafter neither party shall make n demand 
having an effective date within 120 days of 
the effective date of any prior demand. Bach 
demand *haU spocify a date, not earlier than 
30 days ^bsequent to the date of the de¬ 
livery of the demand, ss of which the revised 
prices shall be effective as to the deliveries 
im»de thereon and thereafter, 'mis date la 
hereinafter referred to ss “the effective date 
Qt the price revision.** For the purposes 
of the first negotiation contemplated by this 
paragraph, the date of execution of this eon- 
uset shall be deemed to be the effective date 

the price revision. Any demand under 
tmn clause, if mode by the contractor, ah a 11 
EUte briefly the ground or grounds therefor 
r !i(1 he accompanied by the statements 
Lnd data referred to In paragraph (3) of thu 
c <au * e « If the demand is made by the Gov¬ 
ernment, such statements and data will be 
♦ umUhed by the contractor within 30 daya 
o. the delivery of the demand. 

. In rv * n * remaining work under 
contract* as it may from time to time bo 
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amended, shall be terminated under the 
clause herein entitled “Termination for Con¬ 
venience of the Government." no demand 
shall then or thereafter be made and any 
demand the effective date of which Is less 
than 30 days before the effective dote of such 
termination shall be void and of no effect. 

(3) Submission of data . At the time or 
each of the times specified or provided tor 
in paragraph (3) of this clause the contrac¬ 
tor shall submit (I) a new estimate and 
breakdown of the unit cost and the proposed 
prices of the Items remaining under this 
contract after the effective date of the price 
revision. Itemized so far ns Is practicable In 
the manner prescribed by DD Form 784. 
"Cost Analysts for Contract Price Redetcr- 
mination": (U) and explanation of the dif¬ 
ferences between the original (or last pre¬ 
ceding) estimate and the new estimates; 
(til) such relevant shop and engineering 
data, cost records, overhead absorption re¬ 
ports, and accounting statements as may be 
of assistance in determining the accuracy and 
reliability of the new estimate; (lv) a state¬ 
ment of experienced cost of production here¬ 
under to the extent that they are available 
at the time or times of the negotiation of the 
revision of prices hereunder; snd <v) any 
other relevant dots usually furnished in the 
case of negotiation of prices under a new 
contract. The Government may make such 
examination of the contractor's accounts, 
records, snd books ns the contracting officer 
may require snd may mnke such audit there¬ 
of os the contracting officer may deetn neces¬ 
sary. 

(4) Negotiationa. (s) Upon the filing of 
the statements and data required by para¬ 
graph (3) of this clause, the contractor and 
the contracting officer will negotiate 
promptly In good faith to agree upon prices 
for Items delivered and to be delivered on 
and after the effective date of the price revi¬ 
sion. Negotiations for price revisions under 
this clause shall be conducted on the samo 
basis, employing the fame types of data 
(Including, without limitations, comparative 
prices, comparative oorte, and trends thereof) 
ns in the negotiation of prices under a new 
Department of the Air Force eon tract. 

(b) After each negotiation the agreement 
reached will be evidenced by a supplemental 
agreement stating the revised prices to be 
effective with reepect to delivered and to be 
delivered items as the case may be on and 
after the effective date of the price revision 
(or such other later date os the parties may 
fix in such supplemental Agreement). 

(ft) Disagreements. If within 30 days after 
the date on which the statements and data 
are required pursuant to paragraph (2) of 
this clause to he filed (or such further period 
as may be fixed by written agreement) the 
contracting officer and the contractor fail to 
agree to revised prices, the failure to agree 
•hall be deemed to be a disagreement as to 
a question of fact which shall be disposed of 
in accordance with the clause herein entitled 
“Disputes," And the prices so fixed shall re¬ 
main in effect for the balance of the contract 
notwithstanding any other provision of this 
clause. 

(6) Payment *. Until new prices shall be¬ 
come effective In accordance with this ciauee, 
the prices in force at the effective date of the 
price revision shall be paid upon all deliver¬ 
ies. subject to appropriate later revision made 
pursuant to paragraph (4) or (6) or (7) (b) 
(il) of this clause. 

(7) Termination provisions . For any of 
the purposes of the clause herein entitled 
•Termination for Convenience of the Gov¬ 
ernment** (including without limitation, the 
computation of "the total contract price** 
and “the contract price of work not termi¬ 
nated**) , the contract price of delivered 
article shall be deemed to be: 

(a) For all items delivered prior to the 
effective date of the price revision, the con¬ 
tract price i giving effect to any prior rcvl- 
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sions under this clause) applicable to each 
item: 

(b) For all Hems delivered on or after the 
effective date of the price revision; (I) the 
contract price as revised in accordance with 
this clause if such revision shall have been 
agreed upon; nnd (It) If such revision shall 
not have been agreed upon, then such esti¬ 
mated prices as the contractor and the con¬ 
tracting officer may agree upon as reasonable 
under all the circumstances and tn the ab¬ 
sence of such agreement such reasonable 
prices as may be determined in accordance 
with the clause herein entitled “Disputes.** 

(8) Termination during the intttal period. 
In the event that this contract is terminated 
under the clause herein entitled ‘Termina¬ 
tion for Convenience of the Government" or 
the contractor's right to deliver is terminated 
under the clause herein entitled “Default," 
so that tlie last delivery under the contract 
as terminated is made prior to the completion 
of the Initial period as specified In paragraph 
(2) of this clause, the contractor within 
days after such lost delivery rhoil furnish the 
data required by paragraph (3) of this clause 
end thereupon the parties shall negotiate in 
good faith to agree upon revised prices under 
this contract. The agreement reached shntl 
be evidenced by a supplemental agreement to 
this contract stating the revised prices under 
the contract. Any disagreement as to tho 
revised prices will be disposed of as a ques¬ 
tion of fact In accordance with the clause 
herein entitled "Disputes." 

§ 1003.403-9 Form /// (FPR-IU) . ret¬ 
roactive price revision (mandatory un¬ 
less determined otherwise by contracting 
officer )—(a) Description. This type of 
contract provides for a wholly retroactive 
and downward only revision of the con¬ 
tract price upon completion of perform¬ 
ance. The clause binds the parties, after 
completion or termination of the con¬ 
tract to negotiate to reduce the entire 
contract price, unless the contracting 
officer determines that the contract price 
Is fair and reasonable within 45 days of 
receipt of contractor’s cost data. It Is 
designed primarily for use in research or 
development contracts, or for the pro¬ 
curement of supplies or services when the 
period of performance is so short as to 
preclude the use and administration of 
one of the other types of price redetormi- 
natlon contracts. This type contem¬ 
plates initial pricing sufficiently close to 
enable the contracting officer, in many 
cases, to determine that initially nego¬ 
tiated prices are fair and reasonable. 

(b> Conditions for use . (1) This type 
of contract may be used only when the 
amount of the procurement is $100,000 
or less. 

(2> The price Initially negotiated 
should bear a reasonably close relation¬ 
ship to the expected final price there¬ 
under. 

(3) The procurement must call for re¬ 
search or development, or for supplies 
or services to be delivered within 9 
months of date of execution of tho 
contract. 

(c) Form /// clause (retroactive price 
revision—mandatory unless determined 
otherwise by contracting officer ). 

Foau III Clausx 

(I) Within SO daya after the completion 
or termination of this contract, the contrac¬ 
tor will submit to the contracting officer a 
detailed statement or performing this con¬ 
tract, itemised to fur a* la practical in the 
mnnner prescribed In DD Form No. G33. Then 
within forty-five (43) days after the oubmti- 
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►ion of iiuch statement. unless the contract¬ 
ing omcer determines end notifies the con¬ 
tractor in writing that the prices are con¬ 
sidered fair and reasonable, the contractor 
and the contracting officer will undertake 
negotiations to reduce the contract price to 
an amount representing fair and reasonable 
compensation for the performance of the 
contract. In such negotiations the efficiency 
of the contractor In production, buying and 
management will be given due weight. 

(2) The contractor will furnish to the con¬ 
tracting officer such other statements of ac¬ 
tual costs of production and such other fi¬ 
nancial statements, st such times and In such 
form and detail, as the contracting officer 
may prescribe, and will permit such audits 
and examination of Its books, records and 
accounts as tho contracting officer may re¬ 
quest. 

<3 1 If within thtrty (30) days after the 
commencement of negotiations (or such fur¬ 
ther period as may be fixed by written agree¬ 
ment) the contracting officer and the con¬ 
tractor fall to agree to a rev Used price, the 
failure to agree shall be deemed to be n dis¬ 
agreement as to a question of fact which 
shall be disposed of In accordance with the 
clause herein enttUcd'“Dlsputes." 

(4) The Government shall retain from 
amounts otherwise due the contractor, or ihe 
contractor shall repay to the Government II 
paid to him. any amount by which the con¬ 
tract price Is found as result of the applica¬ 
tion of this clause to exceed a fair and rea¬ 
sonable price, as the contracting officer may 
direct. 

S 1003.403-10 Form IV ( FPR-IV >, 
retroactive price revision (mandatory . 
with limited upward revision) —(a) De¬ 
scription. This type of contract pro¬ 
vides for upward or downward retroac¬ 
tive price revision upon completion oX 
performance. Under this type, a con¬ 
tract target price Is agreed upon which 
it is believed will encourage the contrac¬ 
tor to do as efficient a job as possible in 
the circumstances and at the same time, 
a maximum price is fixed as a ceiling on 
any upward revision under the clause. 
It is used primarily in research or devel¬ 
opment procurements, or for the pro¬ 
curement of supplies or services when 
the period of performance is so short as 
to preclude the use and administration of 
one of the other types of price reaeter- 
minatlon contracts. 

<b> Conditions for use . (1) This type 

of contract may be used when the pro¬ 
curement calls for research or develop¬ 
ment. or for supplies or services to be 
delivered within nine <9> months from 
the date of execution of the contract. 

(2) The celling price should bear a 
reasonable relationship to the target 
price. 

<3> Contingencies should be removed 
from the target price as consideration for 
the ceiling-price protection. 

( c)\Form IV clause (retroactive price 
revision — mandatory , with limited up¬ 
ward revision ). 

POtM iv Claobx 

< 1) Because of tha nature of the work 
called for by this contract and the uncer¬ 
tainty oa to the coat of performance here¬ 
under. tho parties agree that the oontract 
price hereof may be increased or decreased 
in accordance with the provisions of this 
clause. 

(2) Within_(not exceeding 00) days 

after tho completion or termination of thli 
contract, the contractor will file with the 
contracting officer a statement showing, in 
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such form and detail as the contracting offi¬ 
cer may prescribe, the contractor s coat of 
producing the supplies or furnishing the 
services called for hereunder. Itemized so far 
as Is practical in tho manner prescribed by 
DD Form No. 033, together with such other 
Information os may be pertinent in the nego¬ 
tiations for a revised price pursuant to this 
clause. Such statement of cost ahull fairly 
reflect the normal operation of the Con¬ 
tractor's cost system. The contracting offi¬ 
cer shall have the right at aU reasonable 
times to make or enure to be made such ex¬ 
aminations and audits of the contractor's 
books, records, and account* as he may 
request. 

(3) Upon the filing of the statement and 
other pertinent Information required by 
paragraph (2) of this clause, the contractor 
and the contracting officer will promptly ne¬ 
gotiate In good faith to agree upon a reason¬ 
able revised price for the entire contract 
which, upon the basis of such statement and 
other pertinent Information, will constitute 
fair and Just compensation to the contractor 
for the performance of this contract. In 
determining the extent of any estimated al¬ 
lowance for profit to be taken into account 
In fixing such revised price, consideration 
will be given to the extent to which the 
contractor has performed the contract with 
efficiency, economy, and Ingenuity. In no 
event shall the revised price exceed the sum 
of $ -- The revised price shall be evi¬ 

denced by a supplemental agreement to this 
contract. 

(41 If within .... (not exceeding 90) days 
after the completion or termination of this 
contract, the parties shall fall to agree upon 
a revised price In accordance with the provi¬ 
sions of this clause, tho failure to agree shall 
be deemed to be a disagreement as to a ques¬ 
tion of fact which shall be disposed of In 
accordance with the clause herein eutitled 
"D tputes." 

(5) In the event of a price increase, the 
Government will pay or credit to the con¬ 
tractor the amount by which the revised 
price shall exceed the contract price afore¬ 
said. In the event of a decrease in price, 
the contractor will repay or credit the 
amount of such devreafte to the Government 
In such manner as the contracting officer 
may direct. 

(6) For any of the purposes of the clause 
herein entitled •‘Termination for Conven¬ 
ience of the Government" (Including with¬ 
out limitation, computation of "the total 
contract price" and "the contract price of 
work not terminated**), the contract price 
shall be the revised contract price agreed^ 
upon under paragraph (3) of this clause 
determined under paragraph (4) of this 
claute, os the cose may be. 

I 1003.403-11 Form V ( FPR-V ). price 
revision upon happening of specified 
contingency —(a> Description. This typo 
of contract provides for an equitable re¬ 
vision of prices, prospective only, upon 
the happening of & contingency specified 
in the clause as a “basic assumption." 
The revision may be upward to a specified 
limit, and unlimited downward. The 
purpose of this form is to limit any up¬ 
ward revisions to Identified contingency 
situations beyond the contractor’s con¬ 
trol. or conversely, to provide that any 
benefits from these same contingencies 
will flow to the Government. 

<b) Conditions for use. The clause 
is not authorized for use to cover any 
of the following contingencies: (1) 
changes in taxes or duties: (2> changes 
hi wage rates or employment conditions; 
<3> risks arising in connection with 
patents; (4) termination of the contract 
in whole or in part. 


(c> Form V clause <price revision— 
upon happening of specified contin¬ 
gency ). 

Form V Cijuxsc 

(1) Basic Assumption. The contractor 
represents that the prices under this contract 
have been fixed on the following assumption 
(hereinafter called the basic assumption* 

In the event that the basic assumption is 
not realised, in whole or in part, and that us 
a result the contractor** costs vary materially 
from its presently anticipated costs as speci¬ 
fied above, the parties agree that an equitable 
adjustment shall be made in the contract 
price on account of any net increase or de¬ 
crease in ouch costs resulting from Unit 
nonreailratlon. 

(2) Within 30 days after the entire or par¬ 
tial nnufulfillment of the basic assumption, 
the contractor ahall notify the contracting 
omcer in writing of Uie fact and extent ot 
such occurrence, and shall also, within such 
time (or within such further period as fhe 
contracting officer may In writing allow be¬ 
fore the date of final settlement of the con¬ 
tract), present In writing to the contracting 
ofllcer any claim which it may then have for 
adjustment under this clause. Within 30 
days after the contractor’s notification to 
him (or within such further time os th« 
parties may agree upon writing), the con¬ 
tracting officer shaU present In writing to the 
contractor any claim for adjustment under 
this clause which the Government may then 
have. The parties agree to negotiate In good 
faith concerning theso claims and the 
amount and terms of any equitable adjust¬ 
ment which should be made. Any price re¬ 
vision hereunder shall be prospective only 
from the date of the entire or partial non¬ 
fulfillment of the basic assumption. If the 
parties fall to agree whether an equitable 
adjustment is required under this clause, or 
upon the terms or amount of such adjust¬ 
ment. tho dispute shall be disposed of as a 
question of fact in accordance with the 
clause herein entitled "Disputes." But noth¬ 
ing provided In this clause shall excuse the 
contractor from proceeding with the con¬ 
tract In accordance with Its terms. Any ad¬ 
justment hereunder shall be evidenced by s 
supplemental agreement to this contrary 
Nothing provided in this clause Is Intendrd 
to alter, restrict or limit the terms of the 
clause herein entitled "Changes" or the au¬ 
thority of the contracting omcer thereumirr 

(3) Warranty. The contractor r e pres e nts 
and warrant*, that there is not Included in 
the price hereunder any charge, allowar.' \ 
or reserve for the possible nonfulfillment tn 
whole or in part, of tho basic assumption. 

(4) Retation to Be fault Clause , To the 
extent that performance of this contract may 
be delayed because of tho nonrcallzstion 
the basic assumption, in whole or In pert, 
and that tho contractor shall have boon 
unable to prevent such delay, the delay shall 
be deemed to be excusable for tho purposes 
of the clause herein entitled "Dofault." 

I 1003.404 Incentive-type contract r. 

5 1003,404-2 Fixed-price incentive 
types. There Rre two general types of 
flxdd-price incentive contracts: the type 
providing for a firm target price (PPIF». 
and the type providing for a “trilling 
price” with provisions for later estab¬ 
lishment of n firm target price by 
negotiation (FPIR). 

i a) Description. The incentive fea¬ 
ture is provided by permitting the con¬ 
tractor’s profit to increase as costs 
decrease: conversely it provides for a 
decrease In profit.os costs increase in 
relation to a target established by nego¬ 
tiation. The use of either incentive price 
revision clause must be premised on the 
ability of the contractor to maintain oc- 
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counting records in accordance with 
generally accepted accounting principles 
and practices, to the extent and in such 
detail as is necessary for establishment 
of costs applicable to the contract. 
These clauses are designed to stimulate 
efciciencies in performance. 

<b> Fixed price incentive clause 
<FPIF) ixcith target set at the outset>. 

Fixed Price Iwcx.vtivx clause 


(!) Definitions, An used In thU clause, 
the following terms shall have the meanings 
mi forth below: 

(a) The term "billing price” means the 
stated price* which the contractor may re- 
celrc upon deUvery of any article or comple¬ 
tion of service* pending final price revision. 

(b) The term "target price” mean* any 
price that !* subject to adjustment in ac¬ 
cordance with the final price revision pro¬ 
visions of these price revision clauses. 

(c) The term "target cost" means that 
portion of any target prices which, at the 
time of negotiation thereof, was deemed to 
be the estimated coat of the articles or serv¬ 
ices being procured and which will be used 
as a basis for determining the amount of 
profit the contractor will realize at the time 
of establishing the final contract price. 

<d) The term •‘target profit” means that 
portion of any target price agreed upon as 
being a reasonable profit for furnishing any 
Item of articles or services If such item were 
produced for a cost equal to the target cost. 

(el The term "contract target price" 
means the cum of the target prices or ar¬ 
ticles and services being procured under the 
terms of the contract and under change or¬ 
ders and amend menu thereto. 

(f) The term "contract target coat" means 
the sum of the target costa of articles and 
•mice* being procured under the terms of 
the contract and under change orders and 
smer.dmenU thereto. 

(g) The term "contract target profit" 
means the sum of the Urge! profits of ar¬ 
ticles and services being procured under the 
terms of the contract and under change or¬ 
der* and amendments thereto. 

(h) The term "adjusted total contract 
coot” means the total coat, determined In 
accordance with paragraph (7) (1) of thU 
clause, for only those Items subject to final 
price revision In accordance with the pro¬ 
visions of this clause. 


(11 The term "final contract price" means 
the final contract price for only those Items 
subject to final price revision in accordance 
with the provisions of this clause. 

(21 General. The Prices of Items -_ 

tinder this contract are target prices until 
revised In accordance with the provisions of 
this clause and Including a target profit 
*»■* Percentage of target cost. The prices 

ec Items-are fixed prices and not sub- 

>ec*. to revisions in accordance with any of 
th<i. provisions of this clause. 

(3) Submfvtion of data. Within .... days 
after the end of the month In which the 
Contractor has delivered the last unit re¬ 
ferred to tn Items .... of this contract, the 
Contractor shall forward to the contracting 
omcer (|) a statement of all ooeU Itemized 
jn far as practical In manner prescribed by 
DD Form incurred by the Contractor In 
performing all work under the Items of this 
contract subject to price revision, and (U) 
»n estimate of oosU of such further per¬ 
formance. If any. as may be necessary to 
complete performance of all work and oblt- 
g lions under such Items. The Contractor 
may include os a separate item in the state¬ 
ment of costs to be submitted hereunder, 
an amount to be agreed upon by the Con- 
***<* th « contracting officer repre- 
nting the difference between (I) the cost ol 
wntemu. .uppue*. and aubautmbllm pur- 
ruu*d for but not allocated to the perform. 
‘C« of the contract by the Contractor which 
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may be reasonably expected to remain on 
hand or which are on hand as surplus ma¬ 
terials to the conclusion of the contract, and 
(11) the value of such materials, supplies and 
subassemblies to the conclusion of ths 
contract. 

(4) Accounting procedures. The Con¬ 
tractor agrees to maintain books, records, 
documents and other evidence pertaining to 
the coats and expenses of this contract, in 
accordance with generally accepted account¬ 
ing principles and practices, and to the ex¬ 
tent and in such detail as la necessary for 
establishment of coats applicable to the 
Items of this contract subject to price revi¬ 
sion. The Contractor shall segregate the 
costs of any Item, change or service, the price 
of which Is fixed and not subject to revi¬ 
sion in accordance w'th the provisions of 
this clause. 

(51 Certification. An officer or other re¬ 
sponsible official of the Contractor author¬ 
ized by It to do so. shall certify on each 
statement of coets forwarded to the contract¬ 
ing officer in accordance with the require¬ 
ments of this clause, that the incurred co6ta 
are based upon the accounting records of 
the Contractor, that such records have been 
kept in accordance with generally accepted 
accounting principles and practices normally 
followed by the Contractor, that such in¬ 
curred costs are correct to the beet of his 
knowledge and belief and that the estimate 
of costs to complete Is considered reasonable. 

(6) Items prices pursuant to established 

provisioning procedures. (I) Item ___ 

Snare Parts. The unit price* of spare parts 
shall exclude (Include) the estimated cost of 
engineering and tooling and shall be deter¬ 
mined In accordance with_which docu¬ 

ment Is incorporated herein by reference. 
The Contractor shall furnish with priced 
spare parts order a detailed statement of the 
method used In pricing stich order and sepa¬ 
rate cost breakdowns of a representative 
number of major parts Included In the order. 
The aggregate target price for such spare 
parts shall be established by negotiation on 
the basis of Information submitted in accord¬ 
ance with this stibparfigrpah. Spare parts 
unit prices, os so established, need not be 


recalculated for the purpose* of this clause, 
however, the aggregate target price for spare 

parts Item_... shall be subject to revision 

In accordance with the provisions of this 
clause. A* target prices are established pur¬ 
suant to this paragraph, they shall be added 
to the contract by amendment which shall 
Indicate the effect on the contract target 
price, target profit and ceiling. 

(II) Item ..... ..a....______ 

(Other Items) (Any special provisions 
applicable) 

(7) Final prile rertHon. Upon submission 
of the information required by paragraph (3) 
above, the Contractor and the contracting 
officer shall promptly establish a final con¬ 
tract price for the Items subject to revision 
In accordance with the provlslona of this 
clause In the following manner: 

(I) On the basis of the Information re¬ 
quired by paragraph (3) above, together with 
the results of such other Investigation, as 
the contracting officer mny deem appropriate, 
there shall be established by negotiation the 
adjusted total contract cost, excluding the 
actual cost Incurred to date of any Hem or 
service that has been established on a fixed 
price basis and the estimated completion cost 
thereof. Failure to agree, ahall be a dispute 
concerning a question of fact within the 
meaning of the clause of this contract en¬ 
titled "Disputes.” 

(1!) The final contract price of such Items 
shall be established by adding to the adjusted 
total contract cost, as negotiated under para¬ 
graph (1) above, an allowance for profit de¬ 
termined In accordance with the instructions 
set forth In paragraph (ill) below; provided, 
however, that in no event shall the final con¬ 
tract price exceed__ percent of the con¬ 

tract target cost. 

(III) The allowance for profit with respect 

to such Items shall be determined by adding 
to or deducting from Uie contract target 
profit an amount to be determined In accord¬ 
ance with the following schedule; provided, 
however, that in no event ahall the final con¬ 
tract profit exceed_percent of the con¬ 

tract target cost: 


When the adjusted total contract cost is— 
Equal to the contract target coat....... 

Greater than contract target cost...... 


teas than the contract target coat. 


The allowance for final contract profit is— 

Contract target profit. 

Contract target profit less .. percent of the 
amount by which the adjusted total contract 
cost exceeds the contract target cost. 

Contract target profit plus .. percent of the 
amount by which the adjusted total contract 
cost Is less than the contract target cost. 


(8) Adjustment of payments. If the final 
contract price, as determined under para¬ 
graph (7) of this clause. Is greater than the 
aggregate of billing prices for items subject 
to price revision, as such billing prices may 
have been revised from time to time, and 
provided the contractor has met the other re¬ 
quirements of thia contract, the contractor 
shall promptly be paid the amount of such 
excess. If such final contract price Is less 
than the aggregate of such billing prices, 
provisions shall be made for prompt reim¬ 
bursement by the contractor to the Govern¬ 
ment of the amount of the deficiency. The 
total amount so payable and the method of 
payment shall be set forth In an amendment 
to the contract. 

(0) Termination. In the event this con¬ 
tract Is terminated, in whole or In part, set¬ 
tlement shall be made In accordance with the 
provisions of the clause hereof entitled 
•Termination for the Convenience of thp 
Government" or the provisions of the clause 
hereof entitled "Default,” whichever Is ap¬ 
plicable, subject to the following: (1) If this 
contract Is terminated In Its entirety at any 
time prior to agreement upon revised prices 
hereunder, the Contractor and the contract¬ 


ing officer shall If the termination settlement 
li to be negotiated on an Inventory basis, 
negotiate to establish such prices for com¬ 
pleted articles and services, the price of 
which was subject to revision hereunder, as 
may be equitable under the circumstances. 
Failure to agree shall be a dispute concern¬ 
ing a question of fact within the meaning of 
the clause of this contract entitled "Dispute.” 

(11) If this contract is partially terminated 
the Contractor and the contracting officer 
shall agree upon such revisions In the pro¬ 
visions of this clause, including target price, 
as may be equitable under the circumstances. 
Failure to agree shall be a dispute concern¬ 
ing a question of fact within the meaning 
of the clause of this contract entitled 
"Disputes." 

(10) Adjustment of billing price. If at any 
time it appears that the final unit price will 
be substantially greater or less than the unit 
prices at which units under this contract ere 
being billed, this contract may be amended 
to adjust such unit billing prices. The 
establishment of adjusted prices for billing 
purposes only shall In no way limit or affect 
the price revision to be computed In accord¬ 
ance with the provisions of this clause. 
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RULES AND REGULATIONS 


fc) Fixed price incentive clause 
(FPIR) (Kith target set during course of 
contract >• 

Fixr© P*ic* Ircc umv * Clatts* 

(1) Definitions. A a used in this clause, the 
following terms shall have the meanings set 
forth below; 

(a) The term “billing price" means the 
stated prices which the contractor may re* 
celve upon delivery of any articles or com¬ 
pletion of services pending final price re¬ 
vision. 

(b) The term “target price" means any 
price that Is subject to adjustment In accord¬ 
ance with the final price revision provisions 
of these price revision clauses. 

(c) The term “target cost" means that 
portion of any target price which, at the time 
of negotiation thereof, waa deemed to be the 
estimated cost of the articles or services being 
procured and which will be used as a basis 
for determining the amount of profit the 
contractor will realize at the time of estab¬ 
lishing the final contract price. 

(d) The term "target profit" means that 
portion of any target price agreed upon as 
being a reasonable profit for furnishing any 
Item of articles or services If such Item were 
produced for a cost equal to the target cost. 

(e) The term “contract target price" means 
the sum of the target prices or articles and 
services being procured under the terms of 
the contract and under change orders and 
amendments thereto. 

(f) The term “contract target cost" meana 
the sum of the target costa of articles and 
services being procured under the terms oi 
the contract and under change orders and 
amendments thereto. 

(g) The term “contract target profit" 
means the sum of the target profits of arti¬ 
cles and services being procured under the 
terms of the contract and under change 
orders and amendments thereto. 

(hi The term “adjusted total contract 
cost" means the total cost, determined In 
accordance with paragraph <7) (I) of this 
clause, for only those items subject to final 
prioe revision In accordance with the pro¬ 
visions of this clause. 

(11 The term “final contract price" means 
the final contract price for only those Items 
subject to final price revision In accordance 
with the provisions of this clause. 

(2) General. The prices of Items .... 
under this contract are billing prices until 
revised In accordance with the provisions of 

this clause. The prices of Items__ are 

fixed prices and not subject to revision in 
accordance with any of the provisions of this 
clause. 

(3) Submission of data for establishment 

of target price. Within_days after the 

end of the month In whtch the .... unit (to 
be manufactured hereunder) or (to be manu¬ 
factured under contract .) Is (de¬ 

livered) (shop completed), or nt such other 
time as the contracting officer may direct, the 
contractor shall forward to the contracting 
officer (!) a statement of all costs. Item teed 
so far ns Is practical In the manner prescribed 
by DD Form <533 Incurred to the date of such 
(delivery) (shop completion) or such other 
time as directed by the contracting officer 
under this contract (and under the above 

Contract--->. (tl) an estimate of 

easts to be incurred by the Contractor to 
complete performance of all work and obli¬ 
gations under items subject to price revision* 
and (ill) data to support the accuracy and 
reliability of such estimate. 

(4) Submission of data for final pries re¬ 
vision, Within .... days after the end of 
the month In which the contractor has de¬ 
livered the last unit referred to In Item (a) 
• —— of this contract, the contractor shall 
forward to the contracting officer In such 
form as the contracting officer may reason¬ 
ably require (I) a statement of all costs 


Itemized so far as Is practical in the manner 
prescribed by DD Form 633 Incurred by the 
contractor In performing all work under the 
items of this contract subject to price re¬ 
vision. and (11) an estimate of costs of such 
further performance. If any. as may be neces¬ 
sary to complete performance of all work and 
obligations under such Items. The con¬ 
tractor may Include as a separate Item In the 
statement of coots to be submitted here¬ 
under. an amount to be agreed upon by the 
contractor and the contracting officer repre¬ 
senting the difference between (!) the coot 
of materials, supplies, and subassemblies 
purchased for but not allocated to the per¬ 
formance of the contract toy the contractor 
which may be reasonably expected to remain 
on hand or which are on hand os surplus 
materials to the conclusion of the contract, 
and (II) the value of such materials, supplies 
and subassemblies to the conclusion of the 
contract. 

(5) Accounting procedures. The contrac¬ 
tor agrees to maintain books, records, docu¬ 
ments. and other evidence pertaining to the 
costs and expenses of this contract. In accord¬ 
ance with generally accepted accounting 
principles and practices to the extent and 
In such detail as is necessary for the estab¬ 
lishment of costs applicable to the Items of 
this contract subject to price revision. The 
contractor shall segregate the costs of any 
item, change or service, the price of which is 
fixed and not subject to revision in accord¬ 
ance with the provisions of this clause. 

(6) Certification. An officer or other re¬ 
sponsible official of the contractor authorized 
by it to do so. rhall certify on each statement 
of coats forwarded to the contracting officer 
in accordance with the requirements of this 
clause, that the incurred costs are based upon 
the accounting records of the contractor, that 
such records have been kept In accordance 
with generally accepted accounting prin¬ 
ciples and practices normally followed by the 
contractor, that such Incurred coats are cor¬ 
rect to the best of his knowledge and belief 
and that the estimate of coats to complete Is 
considered reasonable. 

(7) Establishment of target price. Items 
.—Upon submission of the Information 
required by paragraph (3) above, the con¬ 
tractor and the contracting officer shall 
promptly negotiate to establish the target 
coats, which when added to a target profit 
(see instructions In paragraph 3-404.2 (c) 
(4)) shall constitute the target prices. Such 
target prices of such Items shall constitute 
the revised billing prices and shall be evi¬ 
denced by an amendment to this contract. 
Failure to agree shall be a dispute concern¬ 
ing a question of fact within the meaning of 
the clause of this contract entitled “Dis¬ 
putes." 

<B) Items priced pursuant to established 

provisioning procedures . (1) Item __ 

Spare Parts. The unit prices of spare parts 
shall exclude (Include) the estimated coot 
of engineering and tooling and shall be de¬ 
termined In accordance with — which 
document la Incorporated herein by refer¬ 
ence. The contractor shall rurnlsh with the 
priced spare parts order a detailed statement 
of the method used in pricing such order and 


separate cost breakdowns of a representative 
number of major parts included in the order. 
If any priced spare parts order is received 
by the contracting officer from the contrac¬ 
tor prior to establishment of the target prices 

of Item__ the aggregate billing prices for 

spare parts set forth therein shall be estab¬ 
lished by negotiation. Spare parts billing 
unit prices as so established, need not bo re¬ 
calculated for the purpose of this clause; 
however, the aggregate target price for'spare 
parts Item .... shall be subject to revision 
In accordance with the provisions of this 
clause. In the event that billing prices for 
such spare parts orders have been so estab¬ 
lished prior to the establishment of the tar¬ 
get prices, the aggregate target prices for 
spare parts under such order or orders shall 
be established by negotiation at the same 
time and in the same manner ns for Items 
..... 8pare parts unit prices as so estab¬ 
lished, need not be recalculated for the 
purposes of this clause; however, the ag¬ 
gregate target price for spare part* Item_ 

shall be subject to revision in accordance 
with the provisions of this clause. If any 
priced spare parts order la received by the 
contracting officer from the contractor sub¬ 
sequent to the establishment of the target 

prices of Items-- the target prices for 

spare parts thereunder shall be similarly 
established by negotiation. The target prices 
established pursuant to this paragraph shall 
be added to the contract by amendment 
which shall lndtcate the effect on the con¬ 
tract target price, target profit, and celling. 


(Other Items) (Any special provisions 
applicable) 

(9) Final price revision. Upon submission 
of tho Information required by paragraph (4) 
above, the contractor and the contracting 
officer shall promptly establish a final con¬ 
tract price for the Items subject to revision 
In accordance with tho provisions of this 
clause In the following manner: <1) On the 
basis of the Information required by para¬ 
graph (4) above, together with the results of 
such other investigation, as the contracting 
officer may deem appropriate, there shall be 
established by negotiation the adjusted total 
contract cost, excluding the actual cost in¬ 
curred to date of any Item or service that has 
been established on a fixed-price basis and 
the estimated completion coat thereof. Fail¬ 
ure to agree shall constitute a question of 
fact within the meaning of the clause of this 
contract enUtied "Disputes." (11) The final 
contract price of such Items shall be estab¬ 
lished by adding to the adjusted total con¬ 
tract cost, as negotiated under paragraph (l) 
above, an allowance for profit determined in 
accordance with the instructions set forth In 
paragraph (111) below; provided, however, 
that In no event shall the final oontract price 
exceed .. percent of the contract target cost 
(ill) The allowance for profit with respect to 
such items shall be determined by adding to 
or deducting from the contract target profit 
an amount to be determined In accordance 
with the following schedule; provided, how¬ 
ever, that In no event shall the final con¬ 
tract profit exceed — percent of the contract 
target cost: 


When tho adjusted contract total Is— The allowance for final contract profit Is— 

Equal to the contract target cost_ Contract target profit. 

Greater than the contract target cost. Contract target profit less .. percent of the 

amount by which the adjusted total contract 
cost exceeds the contract target coat. 

Less than the contract target cost-- Contract target profit plus .. percent of the 

amount by which the adjusted total oon tract 
cost la less than the oon tract target oost. 


(10) Adfustment of payments. It the final 
contract price, as determined under para¬ 
graph (0) of tills clause, is greater than the 
aggregate of billing prices for Items subject 
to price revision, as such billing prices may 


have been revised from time to time, and 
provided the contractor has met the other 
requirements of this contract, the contractor 
•hall promptly be paid the amount of such 
excess. If such Anal contract price Is lees 
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than the Aggregate of such billing prices, pro* 
vl&iojis shall be made for prompt reimburse¬ 
ment by the contractor to the Government 
of the amount of the deficiency. The total 
amount so payable and the method of pay¬ 
ment shall be set forth in an amendment to 
the contract. 

(11) Termination. In the event this con¬ 
tract U terminated, In whole or in part, set¬ 
tlement shall be made In accordance with the 
provisions of the clause hereof entitled “Ter¬ 
mination for the Convenience of the Govern¬ 
ment" or the provisions of the clause hereof 
entitled “Default,** whichever Is applicable, 
subject to the following: (I) If this contract 
U terminated In its entirety at any time prior 
to agreement upon revised prices hereunder, 
the contractor and the contracting officer 
shall If termination settlement is to be ne¬ 
gotiated on an inventory basis, negotiate to 
establish such prices for completed articles 
or mtvI ces, the price of which was subject 
to revision hereunder, as may be equitable 
under tho circumstances. Failure to agree 
shall he a dispute concerning a question of 
fact within the meaning of the clause of 
this contract entitled “Disputes." (11) If 
this contract is partially terminated the con¬ 
tractor and the contracting officer shall agreo 
upon such revisions In the provisions of this 
clause. Including target prices, as may be 
equitable under the circumstances. Failure 
to agree shall be a dispute concerning a ques¬ 
tion of fact within the meaning of the clause 
of this contract entitled “Disputes.** 

(12) Adjustment of billing price. If at 
any time It appears that the final unit prices 
will be substantially greater or less than tho 
unit prices at which unlU under this con¬ 
tract ore being billed, this contract may be 
amended to adjust such unit billing prices. 
The establishment of adjusted prices for bill¬ 
ing purposes only shall In no way limit or 
affect the price revision to be computed In 
accordance with the provisions of this clause. 

1 1003.404-3 Cost-plus-incentive-fee 
contracts (CPIF) —fa) Description. The 
cost-plus-incentive-fee-typc contract Is 
a cost-reimbursement contract with a 
provision for adjustment of fee by for¬ 
mula In accordance with the relationship 
which "actual/* or reimbursable costs 
bear to "target** or estimated costs. 
Under this type contract there is negoti¬ 
ated initially a target cost, a target fee. a 
minimum and maximum fee. and a fee 
adjustment formula. After perform¬ 
ance of the contract, the final fee pay¬ 
able to the contractor is determined in 
accordance with the formula. The for¬ 
mula provides, within limits, for In¬ 
creases In fee above target fee when 
actual costs arc less than target costs, 
and decreases in fee below target fee 
when actual costs exceed target costs. 
This provision for increase or decrease In 
fee payment provides a tangible incen¬ 
tive for efficiency in performance, par¬ 
ticularly as distinguished from the 
straight cost-plus-fixed-fee (CPFF) con¬ 
tract wherein the fee is not afreciod by 
the extent of costs incurred. 

<b> Conditions for use. (1) This type 
of contract will be used only within the 
Directorate of Procurement and Produc¬ 
tion. Headquarters AMC. Use by any 
other procurement activity of the Air 
Force will constitute a deviation. 

This type will not be used unless it 
J 5 ftot determined that no appropriate 
type of fixed-price contract (including 
•^determinable and incentive forms) will 
be satisfactory and <l> a cost-reimburse¬ 
ment type contract is preferable, and (ii) 
the use of the provision for incentive 
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revision of fee may be expected to reduce 
the ultimate cost of the procurement. 

(3) This type contract will be used 
only in production contracts. It may be 
appropriate for use w*hen the procure¬ 
ment of supplies involves a reasonably 
long production run, and the contract is 
being let at a time when there is an ex¬ 
pectation that there will be a substantial 
amount of development work. 

<4> Estimated target costs should be 
reasonably close under the circum¬ 
stances. Inflated or unrealistically low 
estimates may enhance or impair the in¬ 
centive fee provision of the contract 
without relation to economy in perform¬ 
ance. This Incentive revision of fee 
clause should be used only when the tar¬ 
get is realistic and contains no significant 
amount of contingencies. 

(5) Negotiations for the establishment 
of target costs should be conducted in 
accordance with existing cost principles. 

(6 > Each contract which Includes the 
revision of fee clause will be supported by 
determinations and findings. Normally 
the decision to use the incentive revision 
of fee clause will not be made until nego¬ 
tiations have progressed to a point where 
the contracting officer can determine 
that such form of contract Is feasible. 
If a determinations and findings to uti¬ 
lize a CPFF contract has been made prior 
to the decision to incorporate an incen¬ 
tive revision of fee clause, a second deter¬ 
minations and findings covering the in¬ 
centive factor must be made. 

<c) CPIF clause (incentive revision of 
fee ). 

CPIF Claus* 

(1) General. In order to foster economy 
by providing a tangible reward therefor. It is 
agreed that the fee established In the sched¬ 
ule shall be subject to adjustment In ac¬ 
cordance with the provisions of this clause. 
The following definitions apply: 

“Target cost*' means the negotiated es¬ 
timated cost of each item under this con¬ 
tract. as amended. 

“Target fee" means the negotiated fee for 
each Item under this contract, as amended, 
assuming such item were produced for a 
cost equal to the target cost. 

(2) Target and tentative target items. 
The estimated cost and fee set forth opposite 
items (Note 1) are the target cost and target 
fee for each Item. The estimated cost and 
fee set forth opposite Items (Note 2) repre¬ 
sent only an allocation of funds to be utilized 
to establish the target cost and target fee 
for such Items by negotiation In accordance 
with established provisioning procedures or 
as otherwise set forth elsewhere In the con¬ 
tract. which negotiations shall be evidenced 
by a supplemental agreement hereto. 

(3) Submission of data. Within 00 days 
after the end of the month In which the lost 
unit referred to in item (Note 3) of this 
contract is delivered, or at such later date 
as may be approved by the contracting of¬ 
ficer. the contractor shall forward to the 
contracting officer (1) a detailed statement 
of all reimbursable costs determined in ac¬ 
cordance with the terms of this contract to 
such time, and (11) a detailed estimate of re- 
lmburasble costs of such further perform¬ 
ance. If any. as may be necessary to complete 
performance of all work and obligations 
under this contract. This statement and 
estimate shall be prepared In euch form 
that, to the extent possible, they will dis¬ 
close the approximate unit cost by cost ele¬ 
ments of the various Items on contract. 

(4) Final determination of fee. Upon sub¬ 
mission of the Information required by para¬ 
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graph (3) above, the contractor and the 
contracting officer shall negotiate promptly 
to establish the Anal contract fee as follow*: 

(I) The parties shell agree to a total con¬ 
tract cost to be utilized in determination of 
the final fee by adding to the reimbursable 
costs in paragraph (3) (1) above, the esti¬ 
mated cost. If any. In paragraph (3) <11 > de¬ 
termined, by negotiation by the parties, to be 
necessary for completion of performance In 
this contract. 

(II) The final fee for the performance of 
this contract shall be the aggregate of all 
target fees increased or decreased as follows: 

The said sum shall be Increased by (Note 
4) cents for every dollar by which the total 
contract cost as determined In (4) (I) Is 
less than the sum of the target coats: and 
the said sum shall be reduced by (Note 4) 
cents for every dollar by which the total 
contract coat as determined In (4) (I) exceeds 
the sum of the target coats. In no event ahull 
the final fee be greater than (Note ft) per¬ 
cent nor less than (Note 5) percent of the 
sum of the target costs. 

(8) Finalization. The final contract fee 
shall be evidenced by a supplemental agree¬ 
ment hereto. Upon execution of such sup¬ 
plemental agreement, contractor shall 
promptly reimburse the Government for ex¬ 
cess fee payments theretofore made. If any: 
or the Government shall pay to the contrac¬ 
tor the balance of fee due him. if any, subject 
to the release provisions of the contract. 

Not* 1. Insert items for which target costs 
and target fees have been negotiated. 

Note. 2. Insert Items, such as spare ports, 
for which target costs and target fees will be 
negotiated after the contract is executed. 

Not*. 3. Insert Item number of some major 
contract items (usually item 1—the basic 
articles). 

Nor*. 4. Insert the contractor's participa¬ 
tion, both blanks should normally contain 
the same figure. Under some circumstances. 
It may be appropriate to use a sliding scale: 
for example, 001 cent foe the first ft 100 of 
increased or decreased cost, 0.02 cent for the 
second ftlOO, etc. Under such a philosophy 
the participation factor will be on an In¬ 
creasing scale for each Increment, never on a 
decreasing scale, and the paragraph will 
necessarily have to be tailored to fit tho 
negotiations. 

Not*, ft. Insert the “celling" and ''floor" on 
fee. The target fee and celling percentages 
are subject to ABPR 3-406 2. The floor and 
celling should normally be equidistant from 
the target percentage of fee. 

I 1003.405 Cost contract . There are 
two major types of cost contracts; the 
cost reimbursement (CR). and the cost 
sharing type <CS). 

5 1003.405-2 Cost reimbursement con¬ 
tract (CR). Description: This type of 
contract provides reimbursement to the 
contractor for "allowable costs’* Incurred 
in performance of the contract. This 
type of contract establishes a total esti¬ 
mated cost to serve as a basis for obligat¬ 
ing current funds and establishing a ceil¬ 
ing beyond which the contractor cannot 
incur costs (except at his own expense) 
without the prior approval of the con¬ 
tracting officer. Under this form of con¬ 
tract the Government assumes full risk 
for allowable costs. There is no “fee" or 
• profit" allowance under this type of 
contract. 

4 1003.405-3 Cosf sharing contract 
(CS ). Under this type of contract, the 
contractor is not reimbursed tor all of 
the allowable costs incurred in perform¬ 
ance (as he is in the cost reimbursement 
type) but assumes a portion of the cost 
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himself predetermined by negotiation. 
This contract provides therefore that the 
contractor will assume an agreed upon 
percentage of the allowable costs. Its 
use is particularly appropriate in re¬ 
search and development procurements 
where the contractor stands to benefit 
substantially from subsequent Govern¬ 
ment supply contracts, or profitable com¬ 
mercial applications. 

f 1003.406 Cost-plus-a-fixed-fee con¬ 
tract —(a) Description. <1) This type of 
contract Is the same as the cost reim¬ 
bursement type, except that it provides 
for the payment of a fixed, or predeter¬ 
mined fee. There is no guarantee that 
the work can or will be accomplished 
within the InitiaUy estimated costs. The 
fixed fee cannot be adjusted for estimat¬ 
ing inaccuracies, but only in event of a 
change in the original scope of the work. 

(2) An ‘ estimated cost” is established 
in this contract for the work specified. 
This estimated cost serves as a basis for 
the establishment of fee limitations and 
for the obligation of funds. It serves also 
as a maximum amount beyond which the 
contractor cannot legally commit the 
Government to further expenditure of 
funds without the prior approval of the 
contracting officer. If at any time during 
performance, the contractor has reason 
to believe that costs will exceed 85 per¬ 
cent of the estimated costs, or that the 
total costs, exclusive of fee, will be sub¬ 
stantially greater or less than the esti¬ 
mated costs he is obliged to so advise the 
contracting officer giving a revised esti¬ 
mate for performance of the contract. In 
event additional funds are necessary to 
complete the work the Government may 
decide, upon a review of the status of 
w ork to (i) add the additional money, or 
<U) terminate the work. 

(3) Under this type of contract the 
Government assumes full risk for allow¬ 
able costs Incurred In connection with 
performance. The main risk a contrac¬ 
tor faces (particularly one unfamiliar 
with this type of contract), is the possi¬ 
bility of cost disallowances in current 
audit by cognizant military audit agency, 
or in post audit by the General Account¬ 
ing Office. Experience considerably min¬ 
imizes this possibility. 

9 1003.406-2 Limitation on fixed fee. 
In no case will the fixed fee exceed the 
percentages of estimated cost authorized 
by section 4 (b>. Public Law 413, 80th 
Congress (62 Stat. 23: 41 USC 153). and 
only in the most unusual circumstances 
will authority be granted to exceed the 
percentages set forth in I 3.406-2 of this 
title. 

9 1003.407 Time and materials con¬ 
tract (T-M), Description: This type of 
contract provides for reimbursement of 
material costs on an actual basis, and 
dVect labor (including overhead and 
profit) at u predetermined rate, based 
on the number of direct labor hours ex¬ 
pended on the contract. 

9 1003.408 Letter contract or letter of 
intent —(a) Conditions and limitations . 

(1) Letter contracts may be used only 
when one of the conditions set forth in 
8 3.4C8 of this title exists. 

(2) Each letter contract will provide 
that the resulting definitive contract 
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contain all required standard clauses in 
addition to such optional standard 
clauses necessary to protect fully the 
Interest of the Government. 

(3) Letters of intent are not author¬ 
ized for use within the Air Force. 

8 1063.409 Other types of contracts. 

9 1003.409-1 Doric agreement <BA). 
A basic agreement is a written instru¬ 
ment entered into by mutual under¬ 
standing and signed by authorized rep. 
resentatives of the contractor and the 
Government, that establishes standard 
terms and conditions which are to apply 
to any negotiated contracts of a specific 
type w r hich may be executed by the two 
parties during the life of the basic agree¬ 
ment. 

f 1003.409-2 Indefinite Quantity and 
delivery contract —<a> Call contracts 
iCC). Call contracts do not obligate the 
Government to call for any supplies or 
services but do contain detailed descrip¬ 
tions and prices of the supplies or serv¬ 
ices which the Government may call for 
during a specified period of time. Prices 
will be established therein on a fixed- 
price basis. 

<b> Open contracts (OC). Open con¬ 
tracts do not obligate the Government 
to order any supplies or services but do 
contain either general or detailed de¬ 
scriptions of the supplies or services 
w hich the Government may order during 
a specified period of time. No prices are 
contained in the contract, but provision 
is made for the method by which pricing 
is to be effected. 

(c) Requirements contracts (RC). In 
contrast to call and open contracts/ re¬ 
quirements contracts do obligate the 
Government to order supplies or serv¬ 
ices from the contractor if a require¬ 
ment for the supplies or services is found 
to exist at the issuing installation during 
a specified period of time. 

SUSPART E—ADVANCE PAYMENTS 

1 1003.501 Nature of advance pay¬ 
ments. (a) AF policy is to require con¬ 
tractors furnishing supplies or services to 
be able to perform the contract with 
their own funds or with private financial 
assistance with or without Government 
guarantee. In negotiated procurements. 
Government assistance may be granted 
contractors by providing for expeditious 
reimbursements to contractors for proper 
expenditures under cost and cost-reim¬ 
bursement-type contracts and by the use 
of progress payments in connection with 
fixed-price contracts. The benefits of 
Government assistance to the contractor 
will be reflected in the negotiations of 
any particular procurement. 

(b) Exceptions to the above policy may 
be made ir such instances in negotiated 
pocurcmonts where the contractor is 
particularly adapted in the supplying of 
the .Items or services to be procured but 
whose capital is limited and where com¬ 
mercial or private financing is unobtain¬ 
able. In such cases, consideration will be 
given to the use of Government financing 
by way of advance payments under such 
terms and conditions as the Assistant 
Secretary of the Air Force (Manage¬ 
ment) may prescribe. 


f 1003.502 Authority to make advance 
payments. Requests for authority to 
make advance payments (original and 
eight copies) in each instance will be 
submitted through the Commander, 
AMC. or the Commander. ARDC, (as ap¬ 
propriate) to the Director of Procure¬ 
ment and Production. Hq USAF, who will 
obtain the coordination of the Director 
of Finance and forward to the Assistant 
Secretary for approval or disapproval. 
Requests for approval of advance pay¬ 
ments may be presented before or after 
awarding of contract. The requests will 
contain or be accompanied by: 

(a) A statement that no other means 
of adequate financing is available to the 
contractor. (This will not be required In 
connection with nonprofit, research and 
development contracts with educational 
institutions.) 

<b> A statement that no other con¬ 
tractors which do not require advance 
payments are available to furnish the 
desired supplies or services. 

<c) Detailed information as to pro¬ 
posed security and expression of opinion 
as to the adequacy thereof. A recom¬ 
mendation whether advance payment 
bonds should be required will also be 
submitted. 

(d) Information as to the general 
character and responsibility of the con¬ 
tractor as well as comments as to tech¬ 
nical ability to perform the contract 

4 1003.504 Security provisions. (a> 
Advance payments will be authorized 
only w r hen adequate security is furnished 
by the contractor. 

(b) In connection with the depository 
bank provisions, the contractor will ob¬ 
tain, execute, and transmit to the Com¬ 
mander. AMC. or the Commander, ARDC 
(as appropriate) copies of an agreement 
executed by each bank in which a special 
bank account is established. 

9 10Q3.505 Interest on advance pay¬ 
ments. Interest on advance payments 
will be charged according to the policy 
stated in 5 3.505 of this title and will be 
computed according to the procedure 
stated in the contract clause. 

9 1003.550 Definitions. The defini¬ 
tions listed in this section are set forth 
as they apply to advance payments. 

(a) “Special bank account'* means a 
restricted bank 9 account opened in the 
name of the contractor and earmarked 
“special." 

(b) “Subcontractor- means a con¬ 
tractor or vendor who performs work for, 
or furnishes material, supplies, or equip¬ 
ment to a prime contractor. 

<c> “Financial Branch*' means the 
Financial Branch (MCPZF>. Hq AMC. 
or the Financial Section (RDSKC), Hq 
ARDC. where appropriate. 

9 1003.552 Payment of advance pay¬ 
ment moneys to contractor. Actual ad¬ 
vance payments to the contractor will be 
approved by contracting officers in the 
Financial Brand), who arc authorized to 
approve such payments. Payments so 
approved will be immediately deposited 
by the contractor in his special advance 
payment account and will be in amounts 
sufficient to satisfy the requirements of 
the contractor during a limited period. 
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4 1003.553 Submission of contractor's 
request for payment of advance moneys 
into the special bank account <a> Re¬ 
quests for advance payments will be sub¬ 
mitted periodically to the Financial 
Branch. Such requests will be accom¬ 
panied by a schedule of the contractor's 
cash requirement during the ensuing pe¬ 
riod covered by the contract. The con¬ 
tractor will be advised that his Initial 
request for advance payments authorized 
under a contract and supporting sched¬ 
ule must be submitted in triplicate, to- 
KCther with a Standard Form 1034. "Pub¬ 
lic Voucher for Purchases and Service 
Other Than Personal.’ 1 in sextuplicate 
duly signed by the contractor. It will be 
routed directly to the Financial Branch 
with a statement by the contractor that 
the estimates contained in the request 
and supporting statement are reasonable, 
accurate and payment is necessary 

<b) All subsequent Standard Form 
1034 requests for payment of advance 
payments wil be prepared in sextuplicate 
and routed through the administrative 
contracting officer who will add his com¬ 
ments and recommendations and for¬ 
ward them to the Financial Branch. 

4 1003.555 Supervisory duties in con¬ 
nection with withdrawals from special 
biuik accounts. The duties of the 
administrative contracting officer in con¬ 
nection with the supervision of with¬ 
drawals from special accounts ore as 
follows: 

(a) All checks effecting withdrawal 
from advance payment accounts will be 
countersigned by the administrative con¬ 
tracting officer. 

<b) The administrative contracting 
officer will notify the depository bank in 
writing that all withdrawals will be sub¬ 
ject to countersignature and will place 
with the bank, specimens of his sig¬ 
nature. with a request that they be 
acknowledged. 

f O The administrative contracting 
officer will notify the contractor of the 
procedure to be followed in effecting 
withdrawals from the advance-payment 

account. 

<d> The contractor may withdraw 
Tunds for anticipated cash requirements 
or for expenditures already made or ob- 
1 Nations already Incurred in connection 
with performance of the contract. An¬ 
ticipated requirements should be for the 
tnor test practicable period, and w r lll be 
supported by a statement showing in 
derail the proposed use of the funds. If 
the requested withdrawal is for expen¬ 
ditures already made or obligations 
already incurred, supporting data satis¬ 
factory to the Administrative contracting 
officer will be submitted by the contrac¬ 
tor. Such statements and data will be 
routined by the administrative contract¬ 
us officer in his files. 
f e> if. after expenditure of the advance 
Payment funds, it is determined that the 
lunds were expended for an improper 
Purpose, demand will be mt.de on the 
contractor to redeposit in the special 
account the amount so expended. If the 
amount Is not restored to the special 
wlth in a Period specified by the 
administrative contracting officer, it will 
, recovered by deducting the amount 
uom ^0 next requisition for with¬ 


drawals submitted by the contractor: 
however, the contractor will be charged 
the full amount requested. 

<f> In the event of the termination of 
the Government contract, the adminis¬ 
trative contracting officer will determine 
whether the unliquidated balance of ad¬ 
vance payments exceeds the total 
amount to be paid under the contract, 
including the contractor's own termina¬ 
tion charges and termination charges of 
subcontractors. 

<1) If the unliquidated balance of ad¬ 
vance payments does not exceed the total 
amount to be paid under the contract. 
Including termination charges, the ad¬ 
ministrative contracting officer will per¬ 
mit withdrawal os provided for in the 
contract and according to this sub¬ 
chapter. 

(2) If the administrative contracting 
officer determines that the unliquidated 
balance of advance payments exceeds tho 
total amount to be paid under the con¬ 
tract. Including the contractor’s owm 
termination charges and those of sub¬ 
contractors. he will so advise the 
Financial Branch. 

5 1003.556 Withdrawals for purpose 
of making subadvanccs to subcontrac¬ 
tors. <a) Withdrawals for the purpose 
of making subadvances to subcontractors 
are included in the amounts which may 
be advanced under f 1003.555 <d) If the 
contract involved provides for such sub¬ 
advances. and may be approved by the 
administrative contracting officer if the 
subcontractor has been approved by the 
administrative contracting officer as a 
source for the placement of business by 
the prime contractor. Withdrawals from 
special accounts for the purpose of mak¬ 
ing subndvances arc subject to the rules 
In 4 1003.555. 

(b) Unless other security is furnished, 
the subcontract or purchase order must 
contain, as security for the repayment of 
the subadvances, covenants, expressly 
made for the benefit of the Government, 
providing for a subspecial account with 
Government lion thereon and for a Gov¬ 
ernment lien on property purchased with 
funds advanced under such subcontract 
or purchase order, and must impose upon 
the subcontractor substantially the same 
obligations as are provided in the prime 
contract in connection with the contrac¬ 
tor’s advance payments. 

<c> If the prime contractor arranges 
for the subcontractor to furnish other se¬ 
curity rather than providing in the sub¬ 
contract or purchase order involved for a 
subspecial account, the administrative 
contracting officer will not undertake to 
determine w'hethcr such security is ade¬ 
quate. However, if the administrative 
contracting officer is of the opinion that 
the prime contractor's financial position 
Is such that the Government is not as¬ 
sured that he will be able to repay 
amounts advanced, the administrative 
contracting officer will bring the matter 
to the attention of the Financial Branch, 
through channels. 

(d> Normally, withdrawals from sub- 
special accounts will not require counter¬ 
signature by the administrative con¬ 
tracting officer. However, whenever the 
administrative contracting officer be¬ 
lieves that the financial condition of the 


prime contractor or subcontractor is 
such that supervision of withdrawals 
from the subcontractors subspecial bank 
account is desirable, he will notify the 
Financial Branch, through channels, and 
will not authorize the subadvance until 
clearance has been obtained. 

(e) Administrative contracting officers 
will be designated to supervise the sub- 
special accounts of subcontractors where 
the subcontract or purchase order In 
question requires Such supervision, and 
will permit withdrawals from such sub¬ 
special account according to the princi¬ 
ples In 4 1003.555 for withdrawals by 
prime contractors from their special 
accounts. 

<f> Approval for the making of sub¬ 
advances by a prime contractor to a sub¬ 
contractor or for the withdrawal by a 
subcontractor of advance payments from 
its subspecial account does not constitute 
a waiver or release of the liability of the 
prime contractor to the Government for 
the advance payments involved. 

4 1003.558 Change In contractor's 
ability to perform contract. Since the 
amount and nature of the security for 
advance payments Is determined in the 
Financial Branch, the administrative 
contracting officer will notify the Finan¬ 
cial Branch of any change in the con¬ 
tractor’s technical or financial ability to 
perform the contract which may come to 
his attention and send a copy of his letter 
to the buyer. 

4 1003.559 Use of advance payments 
under terminated contracts . (a) All AF 
offices having cognizance of contract ter¬ 
mination matters d. e., the Readjust¬ 
ment Division. Hq AMC) wfil notify ad¬ 
ministrative contracting officers 
promptly of each partial or total termi¬ 
nation of a contract under which ad¬ 
vance payments arc outstanding, so ad¬ 
ministrative contracting officers may be 
fully Informed in connection with any 
further withdrawals. Withdrawals from 
special advance-payment bank accounts 
under contracts terminated for contrac¬ 
tor’s default will be stopped Immediately. 

<b> Where a contract has been ter¬ 
minated for the convenience of the Gov¬ 
ernment. the administrative contracting 
officer may continue after the termina¬ 
tion to exercise supervision over advance- 
payment accounts or such responsibility 
may be assigned to the termination con¬ 
tracting officer. If the administrative 
contracting officer Is other than the ter¬ 
mination contracting officer, the former 
w ill maintain close coordination with the 
latter and will furnish whatever infor¬ 
mation Is requested. 

(c) Copies of all notices of termina¬ 
tion of contracts, both partial and com¬ 
plete. whether for convenience of the 
Government or for default of the con¬ 
tractor. under contracts having advance 
payments outstanding will be sent to 
the Financial Branch. 

<d) In cases of terminated contracts, 
both partial and complete, under con¬ 
tracts having advance payments, tho 
termination contracting officer will ad¬ 
vise the Financial Branch, through 
channels of the status of the advance- 
payment account when circumstances 
warrant. 
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I 1003 5C0 Rcpoymctit of advance pay* 
menu . (a) Liquidation of advance pay¬ 
ments will be made according to the 
terms of the contract. Under certain 
circumstances, contractors are obligated 
to make repayment upon demand. The 
authority to making such demands has 
been delegated to the contracting officer 
in the Financial Branch, Except as pro¬ 
vided in paragraph (b) (5) of this sec¬ 
tion. or as specifically authorized in a 
partlcular'casc by the Deputy Director/ 
Procurement, Hq AMC, or the Director of 
Procurement, Hq AHDC, no demand for 
repayment of advance payments will be 
made by other contracting officers, 

<b> Demands will be made whenever 
the contracting officer in the Financial 
Branch deems them advisable. Demands 
will be made under the following circum¬ 
stances and in accordance with the terms 
of the contracts: 

(1) When the balance of advance 
payments in the special bank account ex¬ 
ceeds current needs, demand will be made 
for repayment of the excess. When such 
excess is the result of a partial or total 
termination for the convenience of the 
Government, no demand will be made 
without coordination with the termina¬ 
tion contracting officer. 

(2) When the unliquidated balance of 
advance payments exceeds the unpaid 
portion of the contract price, demand 
will be made for repayment of the excess. 

(3) When it is determined after com¬ 
pletion of a contract and final audit of 
accounts thereunder that sums due the 
contractor are insufficient to cover the 
balance of advance payments due the 
Government, demand will be made for 
payment of the deficiency in cash. The 
basis for such determination In the case 
of a contract terminated for the con¬ 
venience of the Government will be the 
determination of the termination con¬ 
tracting officer for the amount due under 
the terminated portion of the contract. 

(4) When a contract is terminated for 
the convenience of the Government and. 
although final audit of accounts there¬ 
under has not been mode, the contract¬ 
ing officer in the Financial Branch be¬ 
lieves that deductions should be made 
from payment due the contractor under 
the contract to secure the eventual re¬ 
payment In full of the advance payments, 
he wifi so inform the accounting and 
disbursing officer. The accounting and 
disbursing officer will not be so advised 
without concurrence of the termination 
contracting officer handling the settle¬ 
ment of the contract. 

(S> Each notice from a contracting 
officer terminating a contract for the 
default of the contractor will include a 
demand that the contractor immediately 
repay to the Government without setoff, 
the unliquidated balance of outstanding 
advance payments, if any, made to him 
under the contract. ' 

(c> All contracting officers administer¬ 
ing advance payment accounts and all 
termination contracting officers will 
bring to the attention of the Financial 
Branch any case in which, in their opin¬ 
ion. demand should be made upon the 
contractor for the return of all or any 
portion of the outstanding balance of ad¬ 
vance payments. 
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(d) Copies of all demands on con¬ 
tractors for repayment of advance pay¬ 
ments will immediately be forwarded by 
the contracting officer In the Financial 
Branch to the appropriate accounting 
and disbursing officer. In addition, such 
contracting officers will immediately call 
to the attention of accounting and dis¬ 
bursing officers any case where contrac¬ 
tors have failed to comply with their obli¬ 
gations to repay advance payments to the 
Government. 

$ 1003.562 Limitation of authority of 
contracting officers to make and admin - 
Isfer advance payments. Contracting 
officers in the Financial Branch have 
been delegated authority to make and 
administer advance payments and act 
as the duly authorized representatives of 
the Commander, AMC. Contracting 
officers, including those exercising the 
functions outlined in 99 1003.553 through 
1003.559. are not authorized to perform 
functions specifically delegated to con¬ 
tracting officers in the Financial Branch 
as indicated herein. 

SUBPART F—SMALL PURCHASES 

9 1003.601 Purpose . To accomplish 
the objective cited in f 3.601 of this title, 
administrative requirements not con¬ 
tained in Chapter I of this title or this 
part for additional copies or wider dis¬ 
tribution of small purchase contracts or 
the addition of certificates with regard to 
the use or purpose of items being pur¬ 
chased, required for accounting or other 
purposes, will not be observed by con¬ 
tracting officers. Any exceptions 
deemed necessary will be authorized in 
the future through the issuance of 
changes to this part. 

9 100C.604 Imprest funds (petty 
cash) method —(a) Policy. (1) This 
section establishes procedures for mak¬ 
ing small purchases of supplies and serv¬ 
ices other than personal through the use 
of imprest funds. Imprest funds w'ill be 
set up for designated cash purchasing 
officers who may use these funds to make 
otherwise authorized procurements with 
n minimum of accounting procedures. 
Cash purchasing is. however. Just one of 
a number of simplified small purchase 
procedures prescribed by Subpart F. Part 
3 of this title. 

<2) Cash purchasing will be limited, 
to the greatest extent practicable, to the 
contracting office. Exceptions to this 
policy may be made only under unusual 
circumstances, such as at isolated ac¬ 
tivities where no contracting office is 
located, or where purchases will involve 
highly technical material like medical 
supplies, and then only with the prior 
WTitten approval of the major air com¬ 
mander or a designated representa¬ 
tive within his headquarters. See 
9 1003.604-1 (d> (1) and (2). 

(b) Definitions. For the purpose of 
this section, the following definitions will 
apply: 

(1) “Base commander:” The officer, or 
In his absence his deputy, who has com¬ 
mand over the installation and who Is re¬ 
sponsible to higher authority for the 
execution of the mission of the installa¬ 
tion. 


(2) “Cash purchasing officer:" Any 
officer, warrant officer, airman (first 
three grades), or civilian under the com¬ 
mand or jurisdiction of the base com¬ 
mander who has been appointed a cash 
purchasing officer (imprest fund cashier) 
and designated a Class “C" agent finance 
officer by competent authority. 

(3> “Accounting officer: M The officer 
or civilian employee who performs the 
functions. 

(4) “Finance officer:" The officer who 
performs the functions. 

(5) “Subvoucher:" A receipt for au¬ 
thorized goods or services purchased and 
payments made. 

9 1003.604-1 Conditions for use —(a) 
Requirements. Supplies will be pro¬ 
cured by cash purchase only if: 

< 1) All of the conditions prescribed In 
9 3.604-1 of this title are present (also 
see 9 3 602 of this title). 

(2) A cash purchasing officer has been 
appointed, is bonded and has been in¬ 
trusted with funds. 

(3) The supplies to be procured are 
authorized for purchase by existing reg¬ 
ulations or directives. 

(b) Limitations. (1) Supplies will 
not be procured'by cash purchase if one 
or more of the following conditions 
prevail: 

(1) Purchase of the supplies is not au¬ 
thorized by existing regulations or direc¬ 
tives. 

<fi> The purchase Is for $3 or more 
and the signature of the vendor or his 
agent cannot be obtained. 

(ill) The cost of the item is considered 
unreasonable. 

<iv> The cost of the supplies proposed 
to be purchased for one activity from one 
vendor at one time is in excess of $100. 
Purchases for each activity, I. e.. air 
Installations or base supply will be con¬ 
sidered separate transactions if based 
upon separate purchase requests. Issue 
Slips, Material Transaction Slips, or 
other authorized requisition forms (see 
paragraphs (c> (1) and (2) of this sec¬ 
tion) . 

(v) Requirements have been inten¬ 
tionally understated or divided Into part* 
solely to take advantage of the cash 
purchase procedure. 

(vi) The supplies are not available for 
pickup or delivery at the time of pay¬ 
ment. 

(vii) Additional action following pay¬ 
ment for the supplies and the signing of 
the receipt by the vendor is required to 
complete the procurement Assigning a 
defense order rating or execution of a 
hand receipt by the vendor for equipment 
delivered to him for repair are not con¬ 
sidered “Additional action." 

(2> Except in Justified emergencies 
purchases of articles or services in 
quantities or amounts covered by manda¬ 
tory contracts or mandatory sources of 
supply are to be made from the appro¬ 
priate contractor or source according to 
established procedures. However, im¬ 
prest funds may be used to make pay¬ 
ments for articles or services obtained 
from such mandatory contracts or 
sources of supply . 

(3) Imprest funds will not be used to 
pay for personal services, to pay trans- 
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portatlon charges on bills of common 
carrier!, to cash checks or other negoti¬ 
able instruments, or for any other pay¬ 
ment that is not for authorized small 
purchases contemplated by these 
instructions. 

<c> Effecting procurement. (11 The 
contracting officer, or cash purchasing 
officer, upon receipt of a purchase request 
or an Issue Slip. Material Transaction 
Slip, or other authorized requisition form 
or informal written request, will make 
the Hnal determination, based on para¬ 
graphs (&> and (b) of this section If 
he decides to purchase by cash, the con¬ 
tracting officer, or cash purchasing offi¬ 
cer, will select a source (see 5 3.603 of this 
title) and efTect payment in cash upon 
delivery. At the time of payment, a 
signed receipt will be obtained from the 
vendor on AP Form 365. "Cash Purchase 
Receipt M 

(2) At the discretion of the cash pur¬ 
chasing officer, quantities in excess of 
those requisitioned by the using activity 
may be procured if the standard unit 
pack of such item can be purchased more 
economically than the exact quantity 
requested. The full unit pack will be 
accepted by the requisitioning activity. 

(d) Cash purchasing officers —(1) Ap¬ 
pointment end termination authority. 
Any base commander is authorized to 
appoint any qualified officer, warrant 
officer, airman (first three grade?), or 
civilian under his Jurisdiction as a cash 
purchasing officer and to terminate such 
appointment w hether made by him or & 
predecessor. 

(2) Appointment and termination or¬ 
ders. Each appointment and termina¬ 
tion of appointment will be made by the 
base commander in writing, together 
with special orders or letter orders, which 
will: <i> Include designation as a cash 
purchasing officer < imprest fund cashier) 
and as a Class "C” agent finance officer; 
<U) identify Uie appropriate finance 
officer by name; and (iil) cite the maxi¬ 
mum amount of funds which may be 
advanced. 

(e) Personal responsibility. (1) At¬ 
tention is directed to the following sec¬ 
tions contained In Title 18. U. S. Code 
Annotated, crimes and criminal proce¬ 
dure, which provide: 

Sec. 653, Disbursing officer misusing 
public funds . 

Whoever, being a disbursing officer of the 
Waited Slates, or any Department or agency 
w^reof, or a person Acting m such, in any 
manner converts to his own use, or loans 
with or without Interest, or deposits In any 
Place cr m any manner, except as authorized 
*>7 law. any public money Intrusted to him; 
:ir for any purpose not prescribed by law, 
withdraws from the Treasury or any author¬ 
ised depositary, or transfers, or appUes. any 
portion of the public money intrusted to him. 
“ guilty of embezzlement of the money so 
converted, loaned, deposited, withdrawn, 
transferred, or applied, and shall be fined not 
more than the amount embezzled or lm- 
Khoned not more than ten years, or both; 
but If the amount embezzled U 1100 or less, 
he shall be lined not more than 91.000 or im¬ 
prisoned not mare than one year or both. 

01) Sec. 1001, Statements or entries 

Generally, 

Whoever, in any matter within the Juris- 
o.ction of any department or agency of the 
halted States knowingly and willfully faisi- 
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flea, conceals or covers up by any trick, 
scheme, or device a material fact, or makes 
any false, fictitious or fraudulent statements 
or representations, or makes or uses any false 
writing or document knowing the same to 
contain any false, fictitious or fraudulent 
statement or entry, shall be fined not more 
than 910,000 or Imprisoned not more than 
five years, or both. 

(iii) Sec. 2073 . False entries and re¬ 
ports of moneys or securities. 

Whoever, being an officer, clerk, agent, or 
other employee of the United States or any of 
Its agenda*, charged with the duty of keeping 
accounts or records of any kind, with Intent 
to deceive, mislead, injure, or defraud, mokes 
In any such account or record any false or fic¬ 
titious entry or record of any matter relating 
to or connected with his duties; or 

Whoever, being an officer, clerk, agent, or 
other employee of the United 8tates or any 
of its agencies, charged with the duty of re¬ 
ceiving, holding, or paying over moneys or 
securities to, for, or on behalf of the United 
States, or of receiving or bolding In trust for 
any person any moneys or securities, with 
like intent, makes a false report of such 
moneys or securities— 

Shall be fined not mors than 95.000 or im¬ 
prisoned not more than ten years, or both. 

(2) The cash purchasing officer will 
be responsible for the legality of all pay¬ 
ments made by him and personally ac¬ 
countable for any unauthorized pay¬ 
ments he may moke. 

(3) When the cash purchasing officer 
U in doubt as to the propriety of any 
particular purchase he may refer the 
matter to the base commander who, If 
he considers the purchase proper, will 
give specific approval in writing for the 
purchase before it is made. 

(4) The base commander will be re¬ 
sponsible for insuring that sufficient 
surveillance of the cash purchasing sys¬ 
tem is maintained to assure that perti¬ 
nent laws and regulations arc observed. 

(f) Request for deviations and inter¬ 
pretations. Deviations from the re¬ 
quirements of f 1003.604 will be made 
only by and with the prior approval of 
the Director of Procurement and Pro¬ 
duction. DCS/M, Hq USAP who will be 
responsible for coordination and clear¬ 
ance of all proposed deviations within 
the Department of Defense. Requests 
for deviations or interpretations of 
§ 1003.604 will be sent to Hq USAF 
through channels including Commander, 
AMC, attn: MCPPP. 

5 1003 604-2 Documentation — 
(a) Cash purchase receipt AF Form 385. 
•‘Cash Purchase Receipt.” and AF Form 
385a, “Cash Purchase Receipt—Memo¬ 
randum," April 16. 1956, are authorized 
for use in lieu of Standard Form 1165. 
AF Form 385 (original) will be procured 
in pads and AF Form 385a will be pro¬ 
cured in pads with interleaved carbon. 
These forms will be available on or 
about August 1, 1956. AF Form 385. 
March 1. 1955, may be used until stock 
is exhausted. 

(1) AF Form 385 and five copies of AF 
Form 385a will be prepared, except as 
provided in subparagraph (3> of this 
paragraph, using ballpoint pen, indelible 
pencil, or typewriter, to include the fol¬ 
lowing : 

(l) Date. 

(ii) Receipt No. The receipt number 
will consist of the last two numbers of 
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the fiscal year in which prepared, fol¬ 
lowed by a dash and then numbered 
serially for the fiscal year, beginning with 
the number 1. If more than one cosh 
purchasing officer has been appointed 
at the installation, each officer will be 
assigned a letter (A. B. etc.) to be suf¬ 
fixed to the fiscal year symbol. (For 
example: 67A-1, 57A-2. etc.) 

(fill Station. 

(iv) Delivery to (organization or 
unit). Enter deliver? data. 

(v) Location. Enter location of or¬ 
ganization or unit to which delivery is to 
be made. 

(vi) Reference No. Cross-reference 
to the voucher number on the Purchase 
Request, Issue Slip, Material Transac¬ 
tion Slip, or other authorized requisition 
form. 

♦vil > Name of dealer. 

(vili) Address. Enter dealer’s address. 
<ix> Account Symbol. Enter stock 
record account symbol. 

(x) Work Order, Property Class, or 
USAF Cost Code. 

(xl> Organizational Code or MPA No. 
(Applicable only to installations.) 

(xli) Description of Items. 

(xiii) Quantity. 

(xiv) Unit. 

(xv> Unit Price. 

(xvi) Amount. Enter dollar amount 
of each item. 

(xvii) Applicable Authority for Pur¬ 
chase. Enter the authority for making 
the purchase cited on the Purchase Re¬ 
quest. Issue 8lip. Material Transaction 
Slip, or other authorized requisition 
form. 

(xviii) Approved by. Enter the name 
of the person or office authorizing the 
purchase as it appears on the Purchase 
Request. Issue Slip. Material Transac¬ 
tion Slip, or other authorized requisition 
form. 

(xix) Total. Enter the total dollar 
amount of Cash Purchase Receipt. 
Where purchase is made in foreign cur¬ 
rency. the total will be Inserted by the 
cash purchasing officer in United States 
dollar amounts, showing the rate of ex¬ 
change. 

(xx) Signature of cash purchasing of¬ 
ficer certifying that the purchase has 
been made according to 4 1003.604-1. 

(xxl > Name of seller or agent of seller, 
(xxii) Signature of seller or agent of 
seller, on original AF Form 385 only, 
certifying that cash payment has been 
received. The total amount in words 
and figures will be inserted by the seller 
or his agent prior to entering his signa¬ 
ture. Where purchase is made in for¬ 
eign currency the words and figures will 
be inserted by the seller or his agent in 
terms of the foreign currency, and con¬ 
verted by the cash purchasing officer 
into United States dollar amounts as set 
forth in subdivision (xix) of this sub- 
paragraph. Where it is Impossible to 
secure the seller’s signature and the 
amount of the purchase does not ex¬ 
ceed $3. the cash purchasing officer will 
note Uie fact on the Cosh Purchase Re¬ 
ceipt. delete the certification of receipt 
of payment made, and sign his own 
name in the place set forth for signature 
by the seller. See 8 1003.604-4 (a) au¬ 
thorizing the carrier to sign the receipt 
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for the total cash received for a C. O. D. 
Shipment. 

<xxiil> Signature of consignee or re- 
r er, certifying that the supplies have 
.^n received and accepted for intended 
use. The copy of AF Form 385 retained 
by the cash purchasing officer need not 
be signed by the consignee or receiver. 

(xxiv> Organization or Unit of con¬ 
signee or receiver. 

*xxv) Receiving Report No. (To be 
assigned by consignee or receiver when 
appropriate.! 

<2) If delivery of the supplies is made 
to central receiving, two completed 
copies of the AF Form 385a will be given 
to the receiver upon delivery. If delivery 
is made to an organization other than 
central receiving, the cash purchasing 
officer will forward to the base account¬ 
able supply officer or his designee tw f o 
completed copies of the AF Form 385a 
not later than the morning following the 
date of delivery except, where the Items 
procured are either supplies for resale, 
medical supplies, or nonpersonal serv¬ 
ices. in which case, the two copies of the 


AF Form 385a will be forwarded to the 
office which authorized the cash pur¬ 
chase. The accountable supply officer's 
voucher number will be inserted on the 
copies of the AF Form 385a and one of 
the completed copies will be forwarded 
to the Inventory Accounting (Monetary) 
Unit not later than the day following 
the day of delivery. 

(3) A copy of AF Form 385a may be 
furnished to a vendor upon his request 
in every Instance w*hcre such action will 
result in a saving to the Government. 
An example of a saving Is a case where 
the vendor Is permitted by local or state 
authorities to use the copy of AF Form 
385a, as evidence that a local or state tax 
was not included in the price to the 
Government. In addition, when pur¬ 
chase is made against an "obligation 
authority established by an AF depot 
air materiel area, a copy of the AF Form 
385a will be furnished to the appropriate 
AF depot or air materiel area for sup¬ 
port of its obligation authority. Except 
when a copy of the Cash Purchase Re¬ 
ceipt is required by the vendor or by an 


AF depot or air materiel area, only the 
original AF Form 385 and five copies of 
AF Form 385a will be prepared. 

(b) Standard Form 1129> "reimburse¬ 
ment tfouchcr” Standard Form 1129 
will be completed by cash purchasing of¬ 
ficers in accordance with the sample form 
set forth in this section. 

5 1003.604—4 Delivery of cash pur¬ 
chases by suppliers— (a) C. o. d. ship- 
men ts . Local vendors should be encour¬ 
aged to institute a free delivery service c n 
a c. o. d. basis. Pickup service is costly 
and should be avoided whenever practi¬ 
cable. Vendors should be reminded thnt 
to ship c. o. d. will eliminate certain 
bookkeeping and invoicing procedures 
and place the Air Force in the same posi¬ 
tion as their many other cash customers. 
When supplies are not available In the 
local trade area and the total cost In¬ 
cluding delivery and c. o. d. charges will 
be less than $100. a cash purchasing offi¬ 
cer who is also a contracting officer, or 
who is under the Immediate jurisdiction 
of a contracting officer, or a cash pur¬ 
chasing officer assigned to an isolated 
activity where no contracting officer is 
located, may Instruct the vendor to ship 
c. o. d. These instructions may be verbal 
or written, but will, in any event, repre¬ 
sent an obligation against the imprest 
fund. Sufficient cash must be held in 
reserve in the imprest fund for all c. o. d 
orders. 

(b> Orders placed on a c . o. d. bfl'ff 
but received prepaid . When the cash 
purchasing officer has placed an order on 
a c. o. d. basis to be shipped by parcel 
post, frcight > .express or other public car- 
ricr, and the shipment, through error, is 
not shipped c. o. d.. It may not be paid 
under the cash purchasing procedure. 
Under such circumstances, a confirming 
purchase order < for instance a DD Form 
738) may be Issued instructing vendor :o 
submit a certified invoice to the finance 
officer, and payment may then be made 
by check. 

4 1003,605 Order-f nvoic e~voucher 
method. Standard Form 44. "U. S. 
Government Purchase Order-Invoice- 
Voucher." is available in books of 25 sets, 
five copies each, with interleaved car¬ 
bons. 

5 1003 605-1 Limitations on use . An 
additional condition U hereby added to 
the conditions set forth in f 3.605-1 of 
this title as follows: (e) The finance of¬ 
ficer and appropriation accounting officer 
are located at the same installation. 

5 1003.6 '6 Blanket purchase agree - 
ment method. 
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5 1003.606-1 General. The blanket 
purchase agreement method will be used 
to the greatest extent practicable. Each 
separate call placed against a blanket 
agreement must be placed after conduct 
of negotiation and justification appropn- 
ate to the action, except where the order 
is for $100 or less and price Is know n to be 
reasonably competitive. In every case 
when a call is made, whether made orally 
or by informal memorandum, the ap¬ 
plicable call number and name of person 
placing the call will be furnished the 
vendor at the time the call is placed, in 


































































Saturday, March 1, 195S 

order that he may ascertain that the call 
is proper against the blanket agreement. 

| 1003.606-2 Establishment of blanket 
purchase agreement. Notwithstanding 
the provisions of $ 16.302 (a) (1) (i). DD 
Form 1155. “Order for Supplies or Serv¬ 
ices/* will be used to establish the 
Blanket Purchase Agreement/' The 
agreement will be numbered according 
to ) 1053 201—4 fa) of this chapter. 

fa) The contracting officer will nego¬ 
tiate with each proposed charge account 
vendor to obtain a prior understanding 
of pricing basis for noncompetitive orders 
(less than $100). Usually this will be a 
matter of discount from some recognized 
list price. The contracting officer will 
prepare a memorandum for record, 
briefly outlining understanding of the 
parties, and will maintain the memoran¬ 
dum in the blanket agreement file. This 
memorandum need not be redrawn at the 
beginning of each blanket purchase 
agreement period, but should at all times 
represent the current understanding. 
Periodic spot checks will be made to as¬ 
sure that billings conform to the under¬ 
standings. 

(b) In establishing blanket purchase 
agreements, contracting officers will at¬ 
tempt to induce vendors to provide de¬ 
livery of supplies purchased thereunder. 
Vendors should not be expected to make 
multiple deliveries of small dollar value 
purchases. However, an agreement 
wherein vendors would deliver all pur¬ 
chases in excess of a specified monetary 
value is considered feasible and advis¬ 
able. 

1 1003.606-3 Conditions for use, (a) 
The maximum period of time covered by 
a blanket purchase agreement will not 
exceed 3 months or extend beyond the 
end of the fiscal quarter in which issued. 
Ihe maximum aggregate amount of re¬ 
quests to be issued against one blanket 
purchase agreement will not exceed 
$15,000. 

(b) To eliminate an unnecessary ad¬ 
ministrative burden, no calls will be 
placed against blanket purchase agree¬ 
ments unless delivery can be accom¬ 
plished within the effective period of the 
agreement. 

5 1003.607 Use of Department of De¬ 
fense or departmental procurement 
forms. Small purchases os defined in 
l 3 600 of this title will normally be ac¬ 
complished on AF Form 385. AF Form 
33^a. SF 44. or DD Form 1155. When DD 
Form 1155 is U9ed, it will be prepared and 
Processed according to Subpart C, Part 
18 of this title and Subpart C. Part 1016 
of this chapter. When the procurement 
necessitates the addition of clauses other 
than those on the reverse side of the DD 
rorm 1155. any appropriate authorized 
negotiated (two-signature) contract 
form <c. g.. DD Form 351) will be used. 

1 1003.651 Credit cards . This section 
provides a procedure for processing pay¬ 
ment invoices covering service station 
pui chases made on credit cards. 

1 1003.651-2 General . (a) All re- 
t0 companies for credit cards 
wm be made according to Federal Sup- 
Ply Schedule classes 7 and 14 and by a 
Properly appointed contracting officer 
No, 43—58-11 
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who W’ill be accountable for all such 
cards issued to the installation. 

(b) Whenever a purchase is made 
against a credit card, the individual 
making the purchase will secure from 
the service station attendant a copy of 
the delivery ticket and. immediately 
upon return from a trip, will turn in such 
delivery ticket to the officer responsible 
for the credit card. 

(c) Oil companies will be instructed to 
submit all Invoices for credit cord pur¬ 
chases to the contracting office. 

(d) Upon receipt of the invoice and 
supporting delivery tickets, the contract¬ 
ing officer will match the copies of de¬ 
livery tickets in his suspense flics with 
those attached to the invoice and verify 
the amount due. Upon verification of 
the amount due. the contracting officer 
will prepare a DD Form 1155, “Order for 
Supplies or Services/* under the appli¬ 
cable Federal Supply Schedule contract. 
The contracting officer’s certification will 
be predicated on the certificates from 
the officer responsible for the purchase. 
The duplicate delivery tickets and cer¬ 
tifications of responsible officers will be 
retained in the flics of the contracting 
office. 

(c) Delivery orders prepared and 1 b- 
sued will not: 

(1) Itemize the supplies and services 
shown on the invoice, but will merely 
contain a reference to the contractor's 
invoice and amount, less State and local 
taxes, if any. — 

. (2) Be written for a portion of the in¬ 
voiced amount. (If a discrepancy is 
discovered, such an error in the amount 
of the invoice or of the tickets attached, 
or an unauthorized purchase, such dis¬ 
crepancies will be rectified prior to prep¬ 
aration of the order.) 

(3) Be distributed to the contractor 
(order is for Internal Air Force 
purposes). 

<4) Be issued to such organizations as 
the National Credit Card Association 
(Invoice must be submitted by the oil 
company concerned). 

(f) If an invoice is received supported 
by a delivery ticket, a copy of which has 
not been received from the responsible 
officer, the contracting officer may. if the 
ticket appears to cover an authorized 
purchase and if there are uninvolced 
tickets of the oil company concerned on 
flic in amounts exceeding the amount of 
the missing ticket, prepare a dummy 
copy of the ticket and process the invoice 
for payment. When this is done, the 
contracting officer must take immediate 
action to secure the certified copy of de¬ 
livery ticket or a certificate signed by 
the officer responsible for the purchase 
that the supplies or services were satis¬ 
factorily rendered and are not to be used 
in viola tion of legal restrictions of Public 
Law 600 (60 Stat. 810: 5 U. S. C. 550). 
If uninvoiced tickets in excess of the 
amount of the missing ticket are not on 
hand, or if the ticket attached to the in¬ 
voice does not appear to cover an author¬ 
ized purchase, the contracting officer will 
take action to secure the certified deliv¬ 
ery ticket or otherwise resolve the dis¬ 
crepancy prior to processing the invoice 
for payment. 

(g) Original and one copy of the order, 
the invoice with attached original or 
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copies of signed delivery receipts, and 
the tax exemption certificate will be for¬ 
warded to the finance officer for payment 
according to existing procedures. 

5 1003.651-3 Issuance of tax exemp¬ 
tion certificates. Standard Form 1094, 
“U. S. Government Tax Exemption Cer¬ 
tificates/' will be Issued by the contract¬ 
ing officer according to Part 1011 of this 
chapter. 

SUBPART 0—NEGOTIATED OVERHEAD RATES 

I 1003.703 Applicability. This sub¬ 
part applies to the Directorate of Pro¬ 
curement and Production, Hq AMC. AMC 
field procurement activities, and ARDC. 
Air Force purchasing offices outside of 
Hq AMC or its field purchasing activities 
and ARDC will not use negotiated over¬ 
head rates without obtaining prior ap¬ 
proval of the Pricing Staff Division 
(MCPPB)„ Hq AMC. Predetermined ov¬ 
erhead rates will not be used for: re¬ 
search and development contracts with 
educational institutions unless a pro¬ 
posal based on such rates was received 
before July 1, 1956 and the contract was 
executed before October 1. 1956. and any 
other contract executed on or after July 
1. 1986. Contracts executed before the 
applicable aforementioned date contain¬ 
ing predetermined overhead rates will 
continue to use such rates until the 
particular fixed overhead rate period 
expires. Except as to research and de¬ 
velopment contracts, negotiated over¬ 
head rates will not be used without a 
prior written determination by the con¬ 
tracting officer that their use is advan¬ 
tageous to the Government. However, 
where a predetermined overhead rate 
expires and is to be followed by a nego¬ 
tiated overhead rate, such written deter¬ 
mination is not required. 

§ 1003.704 Contract clauses . 

4 1003.704-1 Contracts with commer¬ 
cial concerns. It is AF policy, wherever 
practicable, not to Incorporate provi¬ 
sional rates in contracts with commercial 
organizations. 

5 1003.704-2 Contracts with nonprofit 
and educational institutions . In the case 
of nonprofit and educational institutions, 
it is AF policy to incorporate provisional 
rates in contracts with such organiza¬ 
tions pending establishment of negoti¬ 
ated final overhead rates, 

SUBPART H—PRICING 

41003.800 Scope of subpart . Tills 
subpart sets forth pricing policies and 
procedures to be followed by all AF pro¬ 
curement activities In negotiating prime 
contracts, and in reviewing subcontracts 
where applicable. 

4 1003.801 Pricing policy. Price Is an 
important clement of any AP procure¬ 
ment It Is the AF procurement objec¬ 
tive to secure required supplies and 
services of the desired quality, when 
needed, at fair and reasonable prices. A 
fair and reasonable price docs not neces¬ 
sarily mean the lowest price but rather 
should be considered the most econ¬ 
omical price to the Air Force, quality, life, 
case and cost of maintenance, storage, 
distribution, and other factors consid¬ 
ered. To realize this objective it is AF 
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policy to encourage and develop competi¬ 
tion and to negotiate close. Arm prices 
whenever passible. The incentive, or 
increased profit approach, should be ap¬ 
plied in negotiation, recognizing that 
profit is the motivating force in inducing 
contractors to use labor and materials 
economically and efficiently. Pricing 
cannot be reduced to a few simple terms 
or formulas. In the long run. sound 
pricing is an art requiring the exercise of 
common sense, a keen sense of fairness, 
and a recognition of certain basic pricing 
considerations. 

I 1003.801-1 Importance of sound 
pricing. Air Force appropriations con¬ 
stitute a substantial share of the defense 
budget and expenditures thereunder 
have a tangible effect upon the stability 
and health of the national economy. 
The Air Force is responsible for spending 
these public funds wisely and judiciously 
to obtain the supplies and services neces¬ 
sary to carry out its assigned mission. 
Close, sound pricing is a logical aid in the 
discharge of this responsibility. Its ob¬ 
jectives are to: 

<a> Make the most economical use of 
appropriated funds. 

«b> Provide an incentive to contrac¬ 
tors to minimize the cost of contract per¬ 
formance. 

<c> Minimize Government nnd con¬ 
tractor administrative expense. 

<d> Avoid budgetary adjustments and 
deficits. 

<e> Avoid the generation of excessive 
profits and inflation. 

9 1003.801-2 Responsibility. (a> The 
contracting officer, aided by supervisory, 
technical, and management personnel, 
will obtain fair and reasonable prices in 
buying AF equipment and services. 
Pricing offices are available to aid the 
contracting officer in this endeavor. 
These offices are staffed with pricing 
specialists whose main duty Is to assist 
the contracting officer in resolving the 
more complex pricing problems. The 
contracting officer, at his discretion, will 
seek the advice of these analysts on im¬ 
portant pricing matters. It is well to 
bear in mind that the more these offices 
are burdened with simple and routine 
requests, the less time they have to de¬ 
vote to complex matters requiring more 
intensive analysis. However, the final 
negotiation of price, including price 
redetermlnation and cost estimating, 
remains the responsibility of the con¬ 
tracting officer. 

(b> This pricing responsibility of the 
procuring contracting officer is assigned 
to the administrative contracting officer 
in the following instances: 

(1) Where an existing contract pro¬ 
vides for retroactive price redetermina¬ 
tion after completion of the contract. 
Pixed-price-incentive contracts are not 
included in this assignment. 

(2) Where AF equipment, including 
spare parts, ground handling equipment, 
special tools, and test equipment, is pro¬ 
cured by open contracts. This assign¬ 
ment include® both initial pricing of 
exhibits and price redetermination, if 
any. 

<3> Where support Items are procured 
under a provisioning document concur¬ 
rently with the end items to which they 
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relate. This assignment covers initial 
pricing of exhibits only. 

i4» Where changes are made to the 
supplies being procured under existing 
contracts. 

(5) Exercise of the authority assigned 
to the administrative contracting officer 
by subparagraphs <2>. (3), and <4> of 
this paragraph may be restricted by pro¬ 
visions in the contract. 

9 1003.801-3 Pricing individual con - 
tracts . Each individual contract must 
be priced separately and independently 
from every other contract, whether ini¬ 
tial prices or redetermined prices are 
negotiated. Offsetting price adjust¬ 
ments will not be made In one contract 
action for losses or excessive profits ac¬ 
crued or anticipated in the performance 
of another contract. 

9 1003.801-4 Cost , profit, and price 
relationships . Under flxed-price-type 
contracts, including rede terminable and 
incentive types, prices are to be negoti¬ 
ated. not costs plus profit. In many cases 
a breakdown of price into costs and profit 
elements may be necessary In the nego¬ 
tiation process. A negotiated price is 
the basis for payment to a contractor 
under flxed-price-type contracts; allow¬ 
able costs are the basis for reimburse¬ 
ment under cost-relmburscmcnt-type 
contracts. A negotiated price, once firm, 
becomes an obligation of the Air Force: 
it is the amount of money the Air Force 
Is legally obliged to pay. Fixed-price 
contracts should specify therefor only 
prices and never elements of cost. 

9 1003.801-9 Price warranty. In 
connection with the procurement of 
standard commercial items or semicom¬ 
mercial items where cost estimates are 
not available or not deemed practical by 
the contracting officer, it is AF policy to 
obtain a price warranty statement from 
the contractor. This in effect assures 
the Air Force that it will receive as fa¬ 
vorable treatment pricewiso as any other 
customer of the supplier under compa¬ 
rable circumstances and Is based on the 
sound premise that the Government 
should not be discriminated against 
pricewise. A price warranty clause for 
this purpose is set forth in 9 1007.4038. 
of this chapter. 

9 1003.801-10 Architect-engineer fees. 
Tlie fees for architect-engineer services 
include all cost and profit in connection 
with such services for the design of real 
property construction projects. 

9 1003.802 Pricing concepts. The fol¬ 
lowing concepts apply chiefly to nego¬ 
tiated flxed-price-type contracts, includ¬ 
ing redetermlnable and incentive, unless 
otherwise indicated. However, many of 
these concepts have application to the 
negotiation of cost-rcimburseraent-type 
contracts within the framework of Part 
15. Chapter I of this title and Part 1015 
of this chapter. 

9 1003.802-1 Incentive approach. 
(a) To encourage a high degree of effi¬ 
ciency and economy on the part of AP 
contractors, it Is AF policy to negotiate 
contracts from the incentive, or In¬ 
creased profit, approach both at the time 
of original price negotiation and at the 
time of price redetermination, if any. 


This approach is based on the expecta¬ 
tion that the ultimate cost to the Gov¬ 
ernment will be less than It otherwise 
would be and, if less, the profit to the 
contractor will be greater. The concept 
recognizes that the prospect of greater 
earned profit reward is the strongest In¬ 
centive to induce contractors to become 
more efficient in performing AF con¬ 
tracts. Profits, negotiated In pricini; 
or repricing under this concept, should be 
commensurate with the risks assumed 
by a contractor and the overall efficiency 
with which the contract is performed. 

<b> The foregoing should not be con¬ 
strued to mean that only the specific in- 
centlvc-type contracts should be em¬ 
ployed. This Incentive approach can be 
applied in some real measure to all ne¬ 
gotiated fixed-type contracts, including 
price redetermlnation and Incentive 
types. For example, one of the best 
forms of incentive is provided by the 
firm fixed-price contract, 

9 1003.802-5 Types of pricing . There 
are two distinct types of pricing which 
merit consideration: Prospective pricing, 
and retroactive pricing. 

<a> Prospective pricing. Prospective 
pricing Is the negotiation of prices for 
items or services which ore to be sup¬ 
plied in the future. It is applied to the 
pricing of firm flxed-price-type con¬ 
tracts. to the pricing of prospective por¬ 
tions of redetermlnable contracts, to the 
establishment of target prices under in¬ 
centive-type contracts and other rede- 
terminable types providing for retroac¬ 
tive adjustment, and to the hourly rate 
portion of time and material-type con¬ 
tracts. 

<b> Retroactive pricing. 

i 1) Retroactive pricing is the negotfn- 
tion of prioes for items or services which 
have been supplied or completed. It is 
applied to the pricing of the retroactive 
portion of the FPR-C. FPR-D, and 
FPR-E contract (old Form IIB, IH. and 
IV) and to the fixed-price-lnccntive- 
type contract. 

9 1003.802-6 Cost estimating for cost- 
reimbursement-type contracts. Cost 
estimating for coat-reimbursement-type 
contracts U the process of negotiating 
an amount of money to be established on 
such contracts, including CPIF. as the 
•"estimated costs** and sometimes a rate 
or fixed dollar amount to serve as the 
basis for reimbursement of overhead. 
The negotiated estimated amount senes 
as the basis for obligating funds under 
such contracts, establishes a limitation 
on expenditures, and provides a base to 
which fixed fees may be related. 

9 1003.804 Price analysis. Price anal¬ 
ysis may be considered to include not 
only the analysis of price but, under 
certain circumstances, the analysis of 
elements of cast and profit as well. 

9 1003.804-3 When price analysts is 
required . (a) Every proposed contract 

price requires some degree of analyse, 
regardless of the size of the order of 
value thereof. The size of the purchase 
in fact may have significant relationship 
to the degree of analysis required, but 
this will actually depend upon the indi¬ 
vidual circumstances. As examples, 
where real competition is achieved, the 
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comparative price technique may be ade¬ 
quate to assure reasonableness of price; 
where competition is not present and the 
procurement Involves a substantial dol¬ 
lar amount, cost analysis generally will 
be necessary: In retroactive repricing, 
cost analysis must be employed. 

(b) Detailed cost analysis, os a part 
of price analysis, normally be required 
under the following circumstances (they 
should not be required normally on pro¬ 
curements below $50,000) when: 

(1) It Is proposed to aw ard a contract 
to other than the low bidder. 

(2) The prices quoted appear to be 
either too high or too low by comparison 
with previous or current quotations, or 
mistakes in estimates appear possible. 

(3) It is proposed to award a contract 
of o significant dollar amount to a sole 
source supplier. 

<4> A contract represents a substan¬ 
tial portion of a contractor's totai volume 

of business. 

(5) New or radically modified equip¬ 
ment in a significance dollar amount is 
being purchased for the first time, 

(6) A price rcdeterminable or cost- 
reimbursement-type contract is contem¬ 
plated. 

(7) Other circumstances indicate the 
need for detailed analysis. 

#1003.804-4 Cost analysis. Cost anal¬ 
ysis Is the technique of evaluating specific 
e^rnenU of cost or price to ascertain 
whether the cost of any elements can be 
influenced by closer pricing. The aim of 
Uus technique is not to control profits, 
but rather to encourage cost control and 
reduction. Excessive profits are gener¬ 
ated more from the inclusion in prices of 
contingencies which do not occur, and 
from other causes of overestimating than 
from overstatement of profit allowances 
themselves. Cost analysis is concerned 
not only with the reasonableness of 
amounts but also with the necessity for 
incurrence of certain estimated costs. 

I 1003.805 Major elements 0 / price . 

# 1003.805-2 Fixed . variable , and 
nixed categories of cost . (a) Fixed costs 
arc costs which result from a contractor 
being in business. They represent: 
Money which a contractor has already 
put into buildings or production machin¬ 
ery. and money which will have to be paid 
out in the future regardless of the num¬ 
ber of units produced in the plant, such 
a* property taxes. 

<b) Variable costs arc costa vrhlch a 
contractor incurs specifically in the per¬ 
formance of & given contract. They rep¬ 
resent cash which must be paid out cur¬ 
rently or in the future to enable per¬ 
formance. Variable costs Include such 
items an direct material, direct labor and 
fcmlntennnce costs due to wear and tear 
or buildings and equipment as a result of 
WO Work performed. They do not In¬ 
clude such costs as obsolescence, which 
would occur whether a contractor's facil- 
were Idle or usefully employed. 

( c> There are many types of costs 
vbich are partly variable and partly 
fi*cd. commonly known as mixed costs. 

f 1003.805-3 Direct and indirect costs . 
fa) Because costs are not easily divisible 
for accounting purposes into fixed and 
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variable costs, particularly because of the 
mixed variety, accountants usually con¬ 
sider costs in terms of direct or indirect 
costs. 

<b) Direct costs are costs which can be 
closely and directly associated with a 
product so that it Is possible to determine 
the amount of cost attributable to a 
single unit, lot, or product line. They 
normally constitute the most significant 
cost elements of price, and afford the 
greatest opportunity for cost reduction. 
There are three major types of direct 
costs: direct materials, purchased parts 
or components, including subcontracting, 
and direct labor {engineering, tooling, 
manufacturing, etc.). 

(c) Indirect costs are those costs which 
it is difficult or impossible to ascribe to 
a specific unit or lot of production. 
These costs are also referred to as over¬ 
head or burden. There arc three funda¬ 
mentally different types of indirect costs: 
(1) Fixed overhead, or Indirect costs, 
represent such fixed items as property 
taxes and plant insurance. Since these 
costs must be paid whether anything is 
produced, it is impossible to say that any 
particular unit or product, or contract is 
responsible for generating such costs. 
These costs must be allocated on some 
basis to the products sold if a company 
is to recover such costs. (2) Semi vari¬ 
able overhead costs are costs which are 
partly fixed and portly variable, like the 
cost of lighting cited above. Common 
examples of such costs are heat, light, 
maintenance, and factory supervision. 
As In the case of fixed overhead costs, it 
Is Impossible to ascribe a particular 
amount of such costs to a unit or lot of 
production. (3) Overhead often includes 
another group of costs, which are partly 
fixed and partly variable, known as start¬ 
up or preproduction costs. These costs 
are incurred specifically for the purpose 
of getting into production, but fixed in 
amount regardless of the number of units 
produced. These costs often create pe¬ 
culiar problems in allocation, and fre¬ 
quently it is possible and often desirable 
to account for & portion of these costs 
on a direct costing basis. 

4 1003.805-4 Cost accounting systems, 
(a) Costs usually are accounted for In 
business in one of two general ways, al¬ 
though there are variations: Actual or 
historical costs or estimated or standard 
costs. Depending upon the type of pro¬ 
duction. and other criteria, these costs 
may be recorded under either Job or 
process cost systems. The actual cost 
system is designed to accumulate the 
costs (hours of labor times wage rates or 
pounds of material times price per 
pound, for examples) for each unit of 
product, process, or deportment through 
which the work is put. or for each con¬ 
tract or purchase order. In either case, 
costs are accumulated after they have 
been Incurred. The system based upon 
predetermined estimates or standards 
establishes In advance of production the 
value of labor and material that will be 
used In each unit of production in each 
department or process through which the 
W’ork will progress. These estimates or 
standards may be compared with actual 
costs incurred to determine variations 
from climate or standard so that causes 
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of unfavorable variations can be elimi¬ 
nated. 

<b> Either system of accounting Is ac¬ 
ceptable in developing data in support of 
estimates for pricing purposes, providing 
it Is well conceived in the circumstances 
and soundly and consistently applied. 
To ascertain these points, systems sur¬ 
veys may be made by cognizant Govern¬ 
ment audit agencies upon the request of 
the contracting officer. (See 51015.153 
of this chapter.) 

} 1003.805—6 Direct labor, (a) Direct 
labor constitutes the other significant 
and major cost element in AF pricing. 
There are three important pricing con¬ 
siderations involved in direct labor costs: 
(1) The number of hours estimated to 
perform the work, (2) the wage rate per 
hour of work, and (3) overtime. 

f 1003.803-7 Preproduction or startup 
costs . ta) Preproduction costs are usu¬ 
ally substantial in the Initial procure¬ 
ment of complex items. These costs can 
be attributed to a particular production 
Item, but they are not affected by any 
particular unit. The treatment afforded 
these costs in pricing is significant in 
price redeterminations and subsequent 
production runs and unless they are seg¬ 
regated and allocated carefully as non¬ 
recurring costs in the initial pricing 
negotiation it will be difficult to price 
subsequently on a sound basis. The 
chief elements In startup costs are the 
following: <1) Design or product engi¬ 
neering. or both. (2) plant rearrange¬ 
ment and Installation of equipment, (3) 
training of labor force, (4) tools, dies. 
Jigs, and fixtures, and (5) purchase of 
new equipment. 

<b) For accounting purposes p it pro¬ 
duction costs may be treated as direct 
or Indirect costs, or both. They may be 
prorated to the units produced over one 
or more contracts, or to a portion of the 
units produced on one contract. If pre- 
production costs are prorated over an 
Initial production quantity, care must be 
exercised in subsequent pricing to deter¬ 
mine that no such costs are projected in 
follow-on procurements. If all or a part 
of these costs are included in overhead, 
care must be exercised in determining 
reasonable overhead rates for the future, 
for the inclusion of such costs in over¬ 
head tends to increase such accounts 
temporarily. 

5 1003.805-8 Factory overhead . fa) 
Factory overhead, or indirect manufac¬ 
turing expense, often constitute* an im¬ 
portant cost element of price. The rela¬ 
tionship between direct labor estimates 
and overheads has been noted. It la 
often more fruitful in price analyses to 
establish the reliability and reasonable¬ 
ness of direct labor estimates than to 
become preoccupied with the applica¬ 
bility of component elements of over¬ 
head costs. The reasonableness and 
pertinence of elements of overhead costs 
to pricing are not as readily determined 
as direct costs. 

<b> In evaluating overhead projec¬ 
tions. or forecasts, relating to an AF 
contract, tho following procedures arc 
suggested where the total overhead pool 
can be ascertained for a company, divi¬ 
sion, or department, whichever may be 





1342 

pertinent: (1) Determine that the pe¬ 
riod considered in estimating overhead 
costs is consistent with the type of con¬ 
tract or of pricing action contemplated, 
<2> review the component elements of 
overhead for applicability to AP con¬ 
tracts. «3> establish an estimate of the 
total amount of applicable overhead 
costs, and (4) arrive at a reasonable 
estimate of the overhead dollars to a 
specific contract. 

(c> In any review of the component 
elements of overhead it may be noted 
that there are three distinct categories 
of expense: (1) Indirect labor, consist¬ 
ing of such items as foremen or mainte¬ 
nance men. <2> indirect supplies such as 
lubricating oils or cleaning compounds, 
and <3> fixed charges such as deprecia¬ 
tion on plant and equipment, rent, prop¬ 
erty taxes, or plant insurance. There 
are no simple rules governing the appli¬ 
cability of such costs for pricing pur¬ 
poses other thon reasonableness and 
necessary incidence to the performance 
of Government contracts. Among some 
of the more troublesome elements which 
may require negotiation are such factors 
as depreciation, general research pro¬ 
grams. strikes, pension and retirement 
plans, bonus plans, and travel expense. 
When items ordinarily treated as indi¬ 
rect costs are included in an estimate as 
direct costs, similar costs applicable to 
other work of the contractor should be 
eliminated from the overhead pool. 

8 1003.805-9 General and administra¬ 
tive expense. This category Includes the 
expenses of a company's general offices 
such as supervisor’s salaries, rent, heat, 
light, office equipment, and clerical and 
stenographic salaries. Selling expense is 
either included In this account, or ac¬ 
counted for separately. Allocation of 
general and administrative expense is 
usually accomplished on a dollar basis in 
one of two ways: «a> On an “input’* basis 
as a factor of total manufacturing costs, 
or <b> on an “output** basis as a factor 
of cost of sales. This type of indirect 
expense neither lends Itself to. nor re¬ 
quires the degree of. departmentalization 
that can be applied to factory overhead. 
General and administrative expense does, 
however, comprise several component 
elements that may require analysis and 
special consideration, such as the reason¬ 
ableness of total executive compensation. 
(For treatment of costs of salaries and 
wages see Subpart I. Part 1054 of this 
chapter.) Financing charges, such as 
interest and bond discount, usually ap¬ 
pear as separate items In an operating 
statement, but regardless of the manner 
presented by the contractor these Items 
normally are excluded In pricing con¬ 
siderations on the basis that It is the 
responsibility of the contractor to pro¬ 
vide adequate financing, and the costs in¬ 
curred in providing that financing should 
be borne by the contractor. 

8 1003.805-10 Selling cxpeiise. This 
category includes expenses incident to 
the marketing, distributing, and selling 
of products, such as salesmen’s salaries 
and commissions, sales office expenses, 
and advertising. Some selling expense 
can be allocated directly to specific types 
of sales, for example, a salesman’s com¬ 
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mission. Others can be identified with 
certain product lines, or certain typos of 
customers such as advertising of specific 
lines of items or in specific trade jour¬ 
nals. Certain of these expenses such as 
institutional advertising arc in the gray 
area as to allocnbility and must be al¬ 
located on some arbitrary basis. Com¬ 
mon bases for estimating selling expenses 
are total cost and selling price. It is gen¬ 
eral AF policy that selling expenses be ex¬ 
cluded os costs in pricing unless they can 
be shown to be beneficial to the Air Force 
or incidental to and required for the per¬ 
formance of a contract. Clearly the ad¬ 
vertising of a commercial product in 
popular magazines does not appear to 
benefit the Air Force nor do bad-debt 
losses. 

1 1003.805-11 Profit. Profit, from the 
Government point of view, should always 
be considered for negotiation purposes 
as gross profit before Federal income 
taxes. On cost estimates, such as that 
required by DD Form 633. "Cost and 
Price Analysis,** profit should be esti¬ 
mated as a percent of cost. Some sup¬ 
pliers, however, customarily relate profit 
estimates to sales, but these quotations 
can be readily converted to a cost basis. 

8 1003.806 Special pricing instruc¬ 
tions. 

8 1003 806-1 Pricing of support 
items—(a) General. By definition, the 
term “support items” will include spare 
parts, modification kits, technical data, 
ground handling equipment, special tools, 
and test equipment. Where instructions 
obviously apply only to one of these 
categories, that particular group will be 
cited. 

(b) Techniques. In general the pric¬ 
ing policies and methods of analyzing 
contractors proposals also apply to the 
negotiation of spare parts contracts. 
Spare parts will usually be priced in the 
same manner as the end items, when 
produced concurrently and when spare 
parts volume was taken into considera¬ 
tion in establishing prices for the end 
items. However, If conditions existing 
at the time of pricing the end items have 
changed, the established price level may 
no longer be valid. In that event, it will 
be the responsibility of the contracting 
officer to negotiate fair and reasonable 
prices after giving due consideration to 
changes in volume, business trends, pro¬ 
duction methods, or other pertinent 
factors. * 

SUBPART I—DEPRECIATION ON EMERGENCY 

FACILITIES COVERED BY CERTIFICATES OF 

NECESSITY FOR CONTRACT PRICING PURPOSES 

8 1003.902 Definitions. (a) The term 
' Board*’ as used herein means the “Air 
Force Emergency Facilities Depreciation 
Board” (MCPPB-1), appointed by the 
Commander. AMC. or his duly authorized 
representative, and located at Hq AMC. 

(b) The term ‘ normal depreciation” 
os used herein means the depreciation 
rate currently approved by the Internal 
Revenue Service for income tax purposes. 

<C) The term “true depreciation** as 
used herein Is defined In paragraph in 
of Department of Defense Instruction 
4105.34. (Soe 8 1003.904.) 


5 1003.903 Air Force Emergency Fa¬ 
cilities Depreciation Board. <a> The* 
Commander, AMC, will establish and 
appoint a board designated the "Air 
Force Emergency Facilities Depreciation 
Board** (hereinafter referred to as the 
Board >. The Board will consist of three* 
members, one of whom will be designated 
chairman. Any two members of the 
Board will constitute a quorum. The 
concurrence of any two members of the 
Board will be necessary in arriving at 
decisions of the Board. 

<b> The Board, upon written requests 
of the contractors therefor, will deter¬ 
mine true depreciation of emergency 
facilities for which the Defense Produc¬ 
tion Administration or the Office of De¬ 
fense MobUization (ODM> issues or has 
issued Certificates of Necessity, in ac¬ 
cordance with the basic principles and 
other provisions of Department of De¬ 
fense Instruction 4105.34. The deter¬ 
minations of the Board will be binding 
upon all AF purchasing and contract 
auditing activities and other military 
departments with respect to the amount 
of true depreciation which will be used 
by such activities In computing and al¬ 
locating depreciation costs of emergency 
facilities covered by Certificates of 
Necessity in the contract pricing of nego¬ 
tiated contracts. The Board will desig¬ 
nate a Uasion representative to act with 
representatives of the Departments of 
the Army and Navy to perform such co¬ 
ordinating functions as may be required 
under DOD Instruction 4105.34. 

<c> Requests for determination of true 
depreciation with respect to Certificates 
of Necessity will be submitted by the con¬ 
tractors to the Board through the ad¬ 
ministrative contracting officer. In the 
event the contractor sends the request 
directly to the Board, it will be the re¬ 
sponsibility of the Board to provide the 
appropriate administrative contracting 
officer with a copy of the request. In Us 
discretion, the Board may: 

(1) Provide for hearing oral presenta¬ 
tions by contractors. 

(2) Conduct plant visits by its mem¬ 
bers or representatives. 

(3) Develop by other available means 
the facts required for making a 
determination. 

8 1003.903-1 Delegation of authority. 
Authority to appoint members of the 
Board and to designate a chairman (sec 
8 1003.903) has been delegated by the 
Commander. AMC. to the Director of 
Procurement and Production, Hq AMC. 
with power of redclcgation to the Deputy 
Director/Procurement, Hq AMC. Such 
redclcgation has been made. 

§ 1003.904 Department of Defense In¬ 
struction No. 4105.34. DOD Instruction 
4105.34. July l. 1954. subject: “Treat¬ 
ment of Depreciation on Emergency 
Facilities Covered by Certificates of 
Necessity for Contract Pricing Pur¬ 
poses," reads as follows: 

X. Fueposx 

The purpose of this instruction Is to 
restate and amend Department of Defend 
implementation of Defense Mobilisation 
Ordrr No. HI-1 (former DMO-ll). Amend¬ 
ment I, Uued by the Acting Director of 
Defense Mobilization, effective 21 July 1052. 
as amended by Amendment 2. Issued by the 
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Director of Detente Mobilisation, effective 10 
May 1954. with respect to the extent to 
which accelerated amortisation may be al¬ 
lowed oa a coat In negotiated contract pric¬ 
ing. The pertinent paragraphs ol this 
amended order read as follows: 

6. For the purpose of cost computations in 
negotiated contract pricing, true deprecia¬ 
tion, which includes any extraordinary obao- 
lr see nee reasonably assignable to the emer¬ 
gency period. Is allowable. Any accelerated 
amortization of depreciation "Which Is In ex¬ 
cess ol true depreciation, regardless of 
whether such excess is included in tax 
amortization certificates, is not allowable as 
an element of cost in negotiated contract 
pricing. 

7. It la recognized that cost determination 
In negotiated contract pricing la a function 
of the procurement agency concerned. With 
respect to faculties to be used In the per¬ 
formance of negotiated contracts for which 
certificates have been or will be issued. the 
procurement agencies concerned will, to the 
extent required for the purpose of cost com¬ 
putations in connection with the negotiation 
of contract prices, have the responsibility for 
determining true depreciation. The Offlce 
of Defense Mobilization will, on request, fur¬ 
nish the procurement agency concerned with 
such information as it hoi or U readily avail¬ 
able to it which Is pertinent to the determi¬ 
nation of true depreciation. 

II. ArFLICABIUTT 

A. The principles and procedures set forth 
In this instruction shall be applicable In the 
consideration of costa for purposes of pricing 
or repricing of ail negotiated contracts of the 
Departments of the Army. Navy, and Air 
Force, the performance of which requires the 
use of emergency facilities. The term "ne¬ 
gotiated contracts.** as used herein, means 
ail contracts, other than those awarded pur¬ 
suant to formal advertising, in which costs 
are a factor in contract pricing; it includes 
cost-reimbursement-type contracts, con¬ 
tracts containing price redetermination 
clauses, incentive-type contracts, and fixed- 
price contracts where estimated costs 
are used In negotiating firm prices. The 
term ‘ negotiated contracts,** as used herein, 
also covers subcontracts of the same types 
m prime contracts to the extent that the 
policies of the respective military depart¬ 
ments make their representatives responsible 
for the approval or disapproval of prlcqs or 
costs of euch subcontracts. With respect to 
subcontracts under negotiated prime con¬ 
tracts the procurement agency concerned 
•hall have no greater responsibility than 
heretofore. 

B. These principles and procedures shall 
be applicable to all negotiated contracts 
placed after the effective date hereof and 
to all existing negotiated contracts (Includ¬ 
ing letters of Intent) at that date where 
firm prices have not been finally determined 
nr redetermined and to all existing cost- 
reimbursement-type contracts not completed 
st that date except as to predetermined over¬ 
head rates or fixed amounts of overhead 
which have finally been agreed upon for 
particular periods. 

IH. Basic Pxwctfles 

A. As Indicated by DMO-11. Amendment 

1. “for the purpose of cost computations In 
negotiated contract pricing, true deprecia¬ 
tion which Includes extraordinary obsoles¬ 
cence reasonably assignable to the emer¬ 
gency period, is allowable. Any accelerated 
amortization ol emergency facilities which is 
in excess of true depreciation, regardless of 
whether such excess Is Included in tax amor¬ 
tization certificate*. Is not allowable as an 
log"* 11 * °* 00it ln uc ® otAate<i contract prlc- 

B The meaning of the term “true depre¬ 
ciation** shall conform to the generally ac¬ 
cepted concept of depreciation accounting 
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which may be defined as follows? A system 
of accounting which aims to distribute to the 
cost of operations, the cost of capital assets 
calculated to have expired for any account¬ 
ing period due to such causes as wear and 
tear, action of the elements, and prospective 
inadequacy or obsolescence. Obsolescence 
of facilities may be brought about by reduced 
economic utility of facilities without loss of 
productive utility, such as by technological 
changes affecting the demand for the prod¬ 
ucts of an industry, as well as by changes 
affecting the economic use of Individual ma¬ 
chines Special requirements for relocation 
of facilities may also result In obsolescence. 

C. Obsolescence of emergency facilities due 
to prospective loss of economic utility after 
the emergency period is a special hazard in 
some industries. However. In some cases pos¬ 
sible overcapacity in an Industry is really 
represented In preexisting facilities which 
are In fact obsolete; in such cases the new 
facilities may be expected to displace the old 
facilities after the emergency, and It may not 
be said necessarily that there Is extraordinary 
obolescence applicable to the new facilities 
during the emergency period. In cases where 
the Introduction of emergency facilities may 
cause prospective obsolescence of existing fa¬ 
cilities after the emergency period (when 
such existing facilities are not already obso¬ 
lete, in Tact), true depreciation for emer¬ 
gency facilities should not Include allow¬ 
ances for prospective extraordinary obso¬ 
lescence of the existing facilities: however. 
In such cases extraordinary obsolescence ap¬ 
plicable to the existing facilities, when used 
in military production, should be considered 
separately to the extent appropriate in the 
circumstances. 

D. In the case of emergency facilities 
covered by Certificates of Necessity, for the 
purpose of depreciation compulations In 
contract pricing, and arbitrary assignment 
of five years from date of completion of con¬ 
struction or acquisition of the respective 
facilities shall be made as representing the 
period of the emergency. The entire cost of 
such facilities first shall be fairly appor¬ 
tioned as between the emergency period and 
the post-emergency period; secondly, the 
portion of the cost of such facilities assigned 
to the emergency period shall be prorated 
over the fiscal periods thereof for purposes 
of determining overhead costs In any fiscal 
period to be allocated to the cost of per¬ 
formance of defense or other contracts. 

E. The allocation of the cost of facilities as 
between the emergency period and post- 
emergency period shall be made with con¬ 
sideration of the following: 

1. The estimated prospective post-emer¬ 
gency usefulness of the facilities in number 
of years of useful productive Ufe. Considera¬ 
tion should be given to the post-emergency 
use (both civilian and military) which It Is 
expected the facilities will have. In this 
connection, the character of the expected 
post-emergency use may be different than 
the emergency-period use. 

2. The additional costs of rpecial-construc¬ 
tion features of the facilities fairly assign¬ 
able exclusively to defense requirements. 

3. Subject to the application of the prin¬ 
ciples outlined herein, consideration shall be 
given to the portion of the cost of emergency 
facilities certified for amortization plus so- 
called normal depreciation for tax purposes 
during tho emergency period on the uncerti¬ 
fied portion of the cost of such facilities. 
(See particularly paragraphs P and Cl ol this 
section.) 

4. The normal peacetime life facilities 
having a normal pcacttlme utility. If Bulle¬ 
tin P of the Bureau of Internal Revenue la 
used In connection herewith, core must be 
exercised in Its use. as its data may not be 
typical of any specific contractor or industry, 
especially in the emergency period. 

It must be emphasized that this is a process 
of cost allocation which does not con tern- 
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plate an appraisal of the resale value (other 
than residual salvage value) or replacement 
coat of emergency facilities at the end of 
the emergency period. Potential **uee value** 
to the particular contractor concerned after 
the emergency period should be the primary 
basis on which loss of economic usefulness, 
and therefore true depreciation, is deter¬ 
mined. 

P. Certificates of Necessity have been 
Issued In some cases providing for the amor¬ 
tisation of emergency facilities for tax pur¬ 
poses during the emergency period in 
amounts in excess of true depreciation. It 
is also possible that Certificates of Necessity 
may have been issued in Hoisted cases pro¬ 
viding for the amortisation of emergency 
facilities tor tax purposes in amounts less 
than true depreciation. Such variances may 
be attributable to the granting ot other In¬ 
centives than true depreciation, or to the 
practice of following industry-wide patterns 
of certification without reference to true de¬ 
preciation in specific cases. Tho excess of 
tax amortization over estimated true depre¬ 
ciation ahall not be allowable as a cost for 
the purpose of pricing negotiated contracts, 
either directly or Indirectly os a factor of 
"contingencies** or profit allowance. 

G. It u the Intent of this instruction to 
give contractors a reasonable and properly 
allocable allowance to cover the estimated 
Iota of economic usefulness of their emer¬ 
gency facilities in production under defense 
contracts. The procedures for determining 
such allowances must be such as will expe¬ 
dite determination; this requires avoidance 
of an impossible perfectionism. There is no 
Intent to limit the cost allowance to depre¬ 
ciation that would be allowable for Income 
tax purpose* if there were no Certificates of 
Necessity, nor to necessarily require that the 
allowance be below tax amortization cov¬ 
ered by certificates. Each case must be 
judged on Its merits In the light or these 
principles. If the result obtained by the 
application of the principles outlined herein 
indicates substantial justification of the total 
amount of amortization and depreciation 
allowable for tax purposes during the emer¬ 
gency period, as a reasonable measure of 
true depreciation, such amount shall be ac¬ 
cepted. without adjustment, as true depre¬ 
ciation. In those Isolated cases where sub¬ 
stantial Justification can be shown for a 
larger amount of true depreciation than the 
total amount of amortization and depre¬ 
ciation allowable for tax purposes during the 
emergency period, the larger amount shall 
be allowable as a cost for purposes of con¬ 
tract pricing. 

H. Contract pricing for the post-emer¬ 
gency period will be based upon allowing 
as a cost, depreciation on emergency facili¬ 
ties. computed by allocating the undepreci¬ 
ated cost of such facilities os the end of 
the emergency period (cost less true depre¬ 
ciation for that period» over the estimated 
remaining Ufe of tho facilities. 

IV. Fzocxduexs 

A. Cost determination In negotiated con¬ 
tract pricing Is a function of the procure¬ 
ment agency concerned. With respect to 
emergency facilities used in the performance 
of negotiated contracts for which Certificates 
of Necessity have been or will be issued. the 
procurement agency concerned shall be solely 
responsible for estimates of such depreciation 
for contract pricing purposes in the light of 
the principles set forth herein. The Offlce 
of Defense Mobilization will, on request, 
furnish the procurement agency concerned 
with such Information as It has or is read¬ 
ily available to it which is pertinent to tho 
determination of true depreciation—such 
requests should be hetd to a minimum. 

B. In order to expedite administration of 
the determination at true depreciation for 
tho emergency period for a specific contrac- 
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tor. It will be appropriate to make overall 
determination* of true depreciation of emer¬ 
gency facilities covered by Certificate* of 
Necessity on a plantwide or product wide basis 
or claaci&cation of such faculties by such 
groupings as may be appropriate in consid¬ 
eration of general similarity of the facilities 
from the standpoint of length of useful pro¬ 
ductive life. 

C In the case of contracts to which this 
Instruction Is appUcable which are In force 
at the effective date of this Instruction, price 
redeterminations. cost-incentive adjust¬ 
ment*. and ooet reimbursement* may con¬ 
tinue to be made In accordance with the 
pricing formula established In the initial 
pricing negotiation*, provided the contrac¬ 
tor* are agreeable, and provided there Is no 
evidence that the contractor has been allowed 
more than true depredation In prldng. 
either directly or Indirectly. When costs of 
such contract* are redetermined In the light 
of the principle* set forth herein, consid¬ 
eration shall be given to possible redeter- 
munition of the entire allowable cost* and 
profit (or fees), as pricing factors, to the 
extent required to avoid excessive or dupli¬ 
cate allowances in costs or profits for such 
true depreciation. Allowances for contin¬ 
gencies and profits in initial price negotia¬ 
tions In some cases may have included 
indirect allowances for the excess of true de¬ 
preciation or tax amortization over normal 
depreciation; in such cases no more should 
be allowed In total pricing for this factor 
than true depreciation. 

D. Contractors shall be required to set 
forth to the authorized representatives of 
the procurement agencies, all the pertinent 
facts having a bearing on estimate* of true 
depreciation together with their evaluation 
thereof, fiuch authorized representatives of 
the procurement agencies wll be expected to 
exercise reasonable judgment In their review 
and evaluation of the fact* In arriving at es¬ 
timate* of true depreciation. In the light of 
the basic principle* set forth herein, recog¬ 
nizing the imposalblUty of having absolutely 
demonstrable proof of the conclusion* 
reached. 

E. Where the emergency facilities of any 
contractor at one plant or at one general lo¬ 
cation are used In the performance of con¬ 
tract* for more than one of the military de¬ 
partment*. one of these departments shall 
make determinations of true depreciation 
binding upon each other department. The 
responsible department shall be the one. if 
any, having plant cognizance procurement 
assignment; In the absence of such assign¬ 
ment the responsible department shall be the 
one, if any, having slngle-eervlce audit re¬ 
sponsibility; otherwise the responsible de¬ 
partment shall be the one having the largest 
Interest in effecting current procurement at 
the time of the determination. Similarly, 
each military department shall be responsi¬ 
ble for delegating responsibility therein in a 

* manner to avoid duplications In determina¬ 
tions of true depreciation within that de¬ 
partment 

P. The following additional procedure is 
applicable to Emergency Facilities covered 
by Certificates of Necessity Issued after 1 
July 1954: 

Whenever a major portion of the cost of 
facilities in substantial amount is to bo re¬ 
imbursed to a contractor as an dement of 
product prices during a relatively short pe¬ 
riod, it will be expected In appropriate cases 
that consideration will be given In negotia¬ 
tion to protecting, by appropriate agreement, 
the Government's Interest in the continued 
availability of the faculties for Defense use. 

V. CANCZU-4TXOW 

This Instruction cancels Department of 
Defense Directive 410544. dated 10 Decem¬ 
ber 1953. and Department or Defense Di¬ 
rective Transmittal 54-43, dated 30 April 
1954. 


VL iMftXMXWTATIOIt 

Such Implementing regulations, directives, 
or Instructions as may be necessary shall be 
Issued within each military department, and 
copies shall be furnished to the Assistant 
Secretary of Defense (Comptroller) and the 
Assistant Secretary of Defense (Supply A 
Logistics) within forty-five (45) days from 
date hereof. 


VII. Err se n vs Datz 


This Instruction Is effective on the day of 
Issuance. 


T. P. Pin*. 

Assistant Secretary of Defense 

(Supply and Logistics). 


9 1003.905 Duties and responsibilities 
of Board . <a> The primary function of 

the Board is to determine, upon written 
request of contractors, the amount of 
true depreciation of emergency facilities 
covered by Certificates of Necessity. In 
making this determination the Board is 
authorised to rely upon the accuracy of 
the information submitted by contrac¬ 
tors in accordance with 9 1003.910. The 
extent to which depreciation of emerg¬ 
ency facilities is considered to be true 
depreciation will depend upon contrac¬ 
tor's demonstration of loss of economic 
usefulness. 

(b) In determining the amount of 
true depreciation to be apportioned to 
the 5-ycar emergency period, the Board 
will consider as factors pertinent to the 
case including but not limited to the 
following; 

(1) The reason the contractor 
planned its expansion program. (Con¬ 
sideration must be given to rapid ad¬ 
vances in recent years both in military 
and commercial fields and normal facili¬ 
ties improvements or expansions which 
may have been required for the contrac¬ 
tor to maintain its competitive status.) 

(2) The depreciation policy followed 
by the contractor in computing’ prices 
in connection with commercial produc¬ 
tion. 


Not*. The effect on the financial struc¬ 
ture of the contractor of the Increased ex¬ 
penditure for capital investments should 
have no bearing on the determination of 
true depreciation. 


(c) The Board's responsibility is 
limited to determinations on facilities 
covered .by Certificates of Necessity. 

(d) The Board will make separate de¬ 
terminations for each type of facility; 
e. g., buildings, machine tools, other 
equipment. 

(e) The Board will keep minutes of its 
proceedings and maintain a permanent 
record of the facts and other considera¬ 
tions entering into the determinations 
made. 

(f) The Board. In special or unusual 
cases, may request Defense Production 
Administration (DPA) to furnish avail¬ 
able Information which would be perti¬ 
nent in determining true depreciation in 
those cases where DPA has previously 
issued a Certificate of Necessity. 


9 1003.906 Procedures, (a) Contrac¬ 
tors may request a determination of true 
depreciation of an emergency facility by 
submitting all pertinent information to 
the Board through the administrative 
contracting officer. To the extent prac¬ 
ticable, contractors will Include all certif¬ 


icates issued in connection with any 
individual plant or location which they 
desire to have considered for determina¬ 
tion of true depreciation in connection 
with defense contracts, providing sepa¬ 
rate summary schedules (see item 1 (c) 
of 9 1003.910-1) of those certificates is¬ 
sued prior to and subsequent to December 
10. 1952. Subcontractors may similarly 
request a determination of true deprecia¬ 
tion by submitting all pertinent informa¬ 
tion to the cognizant prime contractor 
which in turn may refer the request to its 
administrative contracting officer for 
transmission to the Board. If more than 
one prime contractor is involved, the sub¬ 
contractor may submit the request to one 
prime contractor and should not dupli¬ 
cate the submission to other prime con¬ 
tractors. The administrative contract¬ 
ing officer will promptly forward all 
requests to the Board through the AMA. 

(b) Before proceeding with a case for 
study and review, the Board will deter¬ 
mine that the Air Force has jurisdiction 
in the case. Requests for determination 
received by the Board, involving facilities 
concerning which the Department of the 
Army or Navy is responsible for making 
determinations of true depreciation pur¬ 
suant to the provisions of paragraph IV E 
of DOD Instruction 4105.34, will be for¬ 
warded by the Board to the Emergency 
Facilities Depreciation Board of the 
responsible department. Assignments to 
each departmental Board will be made 
according to the provisions of paragraph 
IV E of the above Instruction. A liaison 
committee consisting of one representa¬ 
tive to be designated by each Board, in 
addition to such other functional duties 
as may be assigned to it by Joint acti&n 
of the three Boards, will make assign¬ 
ments In doubtful cases and will compile 
and maintain a master assignment list. 

(c) Determinations of the Board will 
be transmitted by the Board to the con¬ 
tractor concerned, AF procurement ac¬ 
tivities concerned, the Auditor General. 
Headquarters Liaison Office, Wright- 
Patterson Air Force Base. Ohio, and the 
Emergency Facilities Depreciation Board 
of the Departments of the Army and the 
Navy. The Board will make similar dis¬ 
tribution of determinations received 
from the Army and Navy Boards. 

<d) On emergency facilities covered by 
certificates of necessity issued on or after 
July 1. 1954, whenever a major portion 
of the cost of facilities in substantial 
amount is to be reimbursed to a contrac¬ 
tor as an clement of product prices dur¬ 
ing a relatively short period. It will be 
expected In appropriate cases that con¬ 
sideration will be given in negotiation to 
protecting, by appropriate agreement, 
the Government's interest in the con¬ 
tinued availability of the facilities for 
defense use. 

9 1003 907* Duties and responsibilities 
of industrial Resources Division . I/Q 
AMC . Industrial Resources Division 
(MCPB>. Hq AMC. in reviewing the need 
for facilities for defense purposes, will 
consider the possible cost to the Govern¬ 
ment of such facilities. If the Air Force 
is prime sponsor. MCPB w’lll include, with 
the notification to ODM of the need of 
the facility for defense purposes, the re¬ 
quired data and a statement of aii the 
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factual Information of the facility avail¬ 
able to the Air Force which might be 
useful to ODM. 

S 1003.908 . Duties and responsibilities 
o/ AF buying personnel, (a) Only after 
the Board has made a determination of 
true depreciation will such true depre¬ 
ciation be considered an allowable ele¬ 
ment of cost. 

(b> In negotiating new contract prices 
or estimated costa or in redetermining 
prices or overhead rates on existing con¬ 
tracts, the cost of true depreciation may 
be considered, subject to the provisions 
of this subpart. Unless otherwise pro¬ 
vided for by a specific contract clause, 
price, ceilings, and final overhead rates 
which have been firmly established are 
not subject to adjustment. 

<c> Clauses providing for adjustment 
of price because of subsequent determi¬ 
nation of true depreciation will not be 
included in any firm fixed-price con¬ 
tract awarded on a competitive basis. 

(d) Existing cost-reimbursement type 
contracts may be subject to adjustment 
of allowable costs, without specific 
amendment Under audited reimburse¬ 
ment of overhead, administrative con¬ 
tracting officers are authorized to re¬ 
imburse the cost of true depreciation 
computed according to determination 
of the Board for the entire period of the 
contract, except where buyers have in¬ 
formed the administrative contracting 
officer in writing that true depreciation 
has been indirectly considered In negoti¬ 
ation of the fee. Buyers are responsible 
for examining active cost-plus-flxed-fee 
contracts and for notifying the adminis¬ 
trative contracting officer of such con¬ 
sideration. Reimbursement for true 
depreciation under such circumstances 
depends upon fee adjustment and written 
release from the buyer to the administra¬ 
tive contracting officer. 

<e> Certain contracts, both fixed-price 
and CPFF, contain a clause which per- 
mits adjustment of price or costs and 
fee if the national-defense policy 
changed to recognize true depreciation. 
In negotiating such adjustments the 
policies set forth in this subchapter 
apply. 

<f> With regard to contracts currently 
being negotiated and where a determina¬ 
tion has not been made by the Board, 
if the contractor insists on the inclusion 
of a clause providing for later adjust¬ 
ment of prices (or estimated costs) to re¬ 
flect the determination of true depre¬ 
ciation, the following clauses will be 
used as appropriate: 

*1> For currently negotiated flxetf- 
price contracts. Contractor warrants 
that the prices specified herein do not 
contain any element reflecting more than 
normal depreciation of the emergency 
facilities constructed or acquired by the 
contractor under Certificates of Neces- 
•Ity. if the contractor elects to file a 
fcquest for determination of true de¬ 
preciation within 12 months from date of 
approval of this contract, then within 6 
months from the date of such determina¬ 
tion made In accordance with DODI 
i dated 1 July 1954, and appli¬ 

cable directives or such additional times 
** the contracting officer may approve, 
an equitable adjustment of contract 


prices for the supplies or services called 
for hereunder shall be negotiated and 
evidenced by an amendment to this con¬ 
tract. 

(2) For currently negotiated final 
rates of overhead. Contractor warrants 
that the final rate of overhead specified 

herein for the period(s)_do not 

contain any element reflecting more than 
normal depreciation of emergency facil¬ 
ities constructed or acquired by the con¬ 
tractor under Certificates of Necessity. 
If the contractor elects to file a request 
for determination of true depreciation 
within 12 months from date of approval 
of this contract, then within 6 months, 
or such additional time as the contract¬ 
ing officer may approve, from the date of 
such determination made in accordance 
with DODI 4105.34. dated 1 July 1954. 
and applicable directives, an equitable 
adjustment of final rate of overhead 
specified above shall be negotiated and 
evidenced by an amendment to this con¬ 
tract. 

<3> For current price redetermination 
negotiations. Contractor warrants that 
the redetermined prices specified herein 
for the period(s)_do not con¬ 

tain any element reflecting more than 
normal depreciation of emergency facili¬ 
ties constructed or acquired by the con¬ 
tractor under Certificates of Necessity. 
If the contractor elects to file a request 
for determination of true depreciation 
within 12 months from date of approval 
of this supplemental agreement, then 
within 6 months, or such additional time 
as the contracting officer may approve, 
from the date of such determination 
made In accordance with DODI 4105, 
dated July 1, 1954, and applicable direc¬ 
tives. an equitable adjustment of con¬ 
tract prices for the supplies or services 
called for hereunder shall be negotiated 
and evidenced by an amendment to this 
contract. 

eg) Buyers will ascertain from the 
contractor the status of settlements with 
the Renegotiation Board for prior years, 
and if the contractor has returned excess 
funds for any period, no adjustment In 
contract costs will be made for that 
period. 

5 1003.910 Contractors * requests for 
determinations of true depreciation. 
Requests for determination of true de¬ 
preciation submitted by contractors will: 

(a) Set forth the information called 
for by 1 1003.910-1. Contractors are re¬ 
quired to furnish five copies of the in¬ 
formation, properly certified (see (c) 
below), and three copies of the Certifi¬ 
cate applications (see item 2 of 
1 1003.910-1) including supporting 
schedules. 

(b) Be signed by a responsible official 
of the contractor. 

(c) Contain the following certification 
by the official signing the request: 

I hereby certify that the Information con¬ 
tained In the foregoing request la true and 
correct to the beet of my knowledge and 
belief. 

8 1003.910-1 List of contractor infor¬ 
mation. Following is the information to 
be submitted by contractors to the Board 
to support requests for determination of 
true depreciation on emergency facilities 
covered by Certificates of Necessity: 


Information To Be Submitted by Contrac¬ 
tor* to the Board or Support Requests 
for Determination or True Depreciation 
on Emergency Facilities Covered et Cer¬ 
tificates or Necessity 

The Contractor will submit to the Army. 
Navy, or Air Force Emergency Facilities De¬ 
preciation Board (as appropriate), his re¬ 
quest for a determination of true deprecia¬ 
tion by an original and four copies of Items 
other than Item 2. and three copies for 
Item 2. The request will contain the infor¬ 
mation Indicated below. The contractor, to 
the extent practicable. wlU Include all cer¬ 
tificates Issued in connection with any Indi¬ 
vidual plant or location which he desires to 
have considered for determination of true 
depreciation In connection with the defense 
contracts. The responses to these questions 
may be In narrative or tabular form as the 
contractor deems best suited to his circum¬ 
stances with such amplification os he con¬ 
siders necessary. If the contractor considers 
a given question to be Inapplicable In 
his particular case, he should so state and 
give reasons therefor. The reporting and/or 
record keeping requirements contained 
herein have been approved by the Bureau of 
the Budget In accordance with the Federal 
Reports Act of 1942 (AF Bui 61. 1951). 
(Bureau of the Budget No. 21-R060 (ex¬ 
piration-indefinite)). 

1. (a) Name and address of contractor. 

(b) Location of the facility or facilities. 

(c) Summary of the cost of the facilities 
(segregated by individual necessity certifi¬ 
cates) substantially as follows: 

Cost 


Land 

Bond¬ 

ing* 

and 

Equip¬ 

Other 

Total 

Dale 

of roro* 

rm 

cent 


filed 

ln«Ul- 

lulkXii 

ment 



pU-Uun 

certi¬ 

fied 


Necessity Certificate No._: 

Location of Facilities (City and State). 

2. Photostats or similar facsimiles of Ne¬ 
cessity Certificated) (Forth DPAL-101). and 
a copy of the application(s) (including sup¬ 
porting documentation) to the Defense Pro¬ 
duction Administration or the Office of De¬ 
fense Mobilisation therefor. 

3. (a) When did you first authorize your 
expansion program In connection with the 
Necessity Certificated)? 

(b) Why did you plan this expansion 
program? 

4. What military contracts and subcon¬ 
tracts do you now have requiring the use 
of each facility? For each contract and 
aubcontract furnish the following: 

(a) Contract number. 

(b) Total dollar value. 

<c) Undelivered dollar value. 

(d) Estimated completion date. 

(e) Type of contract < CPFF] CPFF-fixed 
overhead, fixed price, fixed price - redeter- 
minatlon. fixed price-incentive, etc.). 

6 With which military departments or 
military contractors are you now negotiat¬ 
ing or do you expect to negotiate for pro¬ 
posed new procurements? Indicate type of 
product, end item estimated dollar amount. 

6. Have you requested a determination of 
••true depreciation** for other facilities from 
any other military department(•) ? 

(a) Yes or no. 

(b) Department(s). 

(c) Certificate file number (a). 

7. State for each Item or by groups or 
categories comprising similar type of items 
on Appendix A of Necessity Certificate(s): 

(a) (1) Annual normal depreciation rate 
currently approved by the Bureau of In¬ 
ternal Revenue for income tax purposes. 

(2) Rate at which Item Is being depre¬ 
dated by you in your operating accounting 
records. 
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(3) Rate being uBed for military contract 
pricing. 

(b) la thla item, group or category Inte¬ 
grated in or isolated from the production 
proceai to the extent that special considera¬ 
tion should bo given to it in determining 
true depreciation? 

(c) la thla Item, group or category con¬ 
vertible to your possible poet-emergency 
operations? 

< 1 > Fully or partially and percent of origi¬ 
nal coat not convertible. 

(2) Estimate of useful remaining life In 
years. 

(3) Not convertible, 

id) What plana do you have for the use 
or disposition of this facility. Item, group, or 
category after the emergency period? 

(e> Explain to what extent. If any. the 
facility. Item, group or category may cause 
prospective extraordinary obsolescence of 
pre-existing facilities which are not. in fact, 
already obsolete. 


SUBPART J—USC OF PRICE DIFFERENTIALS IN 
PLACING PROCUREMENT BY NEGOTIATION 

SI 1003.1000 Scope o/ subpart. This 
subpart pertains to payment of justifi¬ 
able price differentia Is for broadening 
or maintaining the industrial base of 
suppliers. 


I 1003.1001 Applicability of subpart . 
<a> The provisions of this subpart are 
applicable to all personnel of the Direc¬ 
torate of Procurement and Production. 
Hq AMC. and AMC field procurement 
activities concerned with the awarding 
of negotiated contracts. 

<b> This subpart is not applicable to 
procurements placed by formal adver¬ 
tising. 

1 1003.1002 Policy. Payment of Jus¬ 
tifiable price differentials is authorised 
in negotiated procurements to accom¬ 
plish the objective of broadening or 
maintaining the industrial base of sup¬ 
pliers. 

I 1003.1003 Justifiable price differen¬ 
tials. (a) Justifiable price differentials 
may include, but are not limited to. cost 
of initial tooling, engineering expense, 
and training expense; cost of construc¬ 
tion and test of sample articles; cost over 
contractor’s normal commercial cost for 
indirect expense Incident to Government 
contractual requirements; difference in 
labor market; difference in cost of ma¬ 
terials used in construction of the Item 
in smaller lots; and difference in deliv¬ 
ery costs. 

(b) Multiple awards for the purpose 
of establishing “second** sources are sub¬ 
ject to the provisions of this subchapter. 


SUBPART T—ADMINISTRATION Of AU TYPES 
OF PtICE REVISION CLAUSES 

1 1003-2008 Tax credits in price rede- 
termination proceedings, (a) Upon rc- 
determination of an AP contract, the 
contractor is obligated to repay to the 


Air Force any excess profits. However, 
under section 1481 of the Internal Reve¬ 
nue Code of 1854 (section 3806 of the 
Internal Revenue Code of 1039) if the re- 
determination takes place after the con¬ 
tractor has filed his Federal income tax 
return, and the excessive profits have 
been included in taxable income, the 
contractor may deduct from his repay¬ 
ment to the Air Force the amount of the 
tax applicable to the excessive profits. 
Money paid by the contractor in taxes 
goes into the General Fund and is lost to 
the Air Force. 

(b) If redetermination takes place 
prior to the filing by the contractor of his 
Income and excess profits tax returns 
for the preceding taxable year, the con¬ 
tractor may reduce his Income for such 
year by the amount of the redetermined 
exceslvc profits applicable to that year 
and pay taxes only on the balance of his 
income. The Commissioner of Internal 
Revenue has ruled (Rev. RuL 53 C. B. 
1953-1,479 later clarified by Rev. Rul. 54- 
83. L R. B. 1954-9) that although formal 
redetermination has not been accom¬ 
plished prior to the filing of contractor’s 
income tax return, the contractor may 
deduct from taxable income for the prior 
year amounts repayable which are “defi¬ 
nitely determinable” by the time he files 
his complete tax return for the year. 
“Definitely determinable** can be evi¬ 
denced by a credit memorandum issued 
by the contractor or a definite commit¬ 
ment to reduce the contract price made 
to the contracting officer, preferably in 
writing, prior to the filing of the return. 

(c) To minimise the loss of AF ap¬ 
propriations. the following policy is es¬ 
tablished; 

(1) Every effort must be made to ac¬ 
complish and definitive price redeter- 
mination actions prior to the date the 
contractor files income tax return for 
the year in which the contract prices 
were received and accrued. 

(2) To the extent that any amounts 
repayable under a price redetermination 
clause are definitely determinable at or 
prior to the time the contractor files the 
complete Income tax return for the year 
such profits u'ere realized. the contract¬ 
ing officer will provide in the redetermi- 
nation settlement agreement that the 
contractor will repay to the Air Force 
the excessive profits under the contract. 

(3) Where redetermlnation takes 
place after the contractor has filed his 
Income tax return, and the contractor 
claims a tax credit, the contracting officer 
will require the contractor to furnish a 
certificate, signed by a responsible officer, 
that the profits for which a tax credit is 
claimed and which have been determined 
to be excessive were included in income 


lax return for the year claimed. Addi¬ 
tionally, the contracting officer will re¬ 
quire the contractor to furnish the Air 
Force a certificate executed by a respon¬ 
sible officer of the Internal Revenue Serv¬ 
ice, certifying the amount of the tax 
credit applicable to the profits deter¬ 
mined to be excessive. The contracting 
officer will provide In the redetermlnation 
settlement agreement that the contractor 
will repay to the Air Force the excessive 
profits under the contract less the 
amount of tax credit certified by the In¬ 
ternal Revenue Service. 


Part 1004 —Coordinated Procurement 

Sec. 

1004.002 Procurement agreement*. 

Subport B—-Polklvt ond General Principles 

j 004.203-0 Local purchase ns normal means 
of supply. 

1004.260-1 List of Department of Defense 
procurement assign menu. 

Authority ; 11 1004.002 to 1004.260-1 Is¬ 
sued under see. 8012, 70A Stnt. 468; 10 U. 8. 
C. 8012. Interpret or apply secs. 2301-2314. 
70A SUt. 127-133; 10 D. 8. C. 2301-2314. 

5 1004.002 Procurement agreements. 
This section sets forth the Department 
of Defense policy with respect to the 
making of procurement agreements and 
the delegation of procurement responsi¬ 
bilities from one department to another 
for specific commodity areas. 

SUBPART B—POLICIES AND GENERAL PRINCIPLES 

i 1004.203-6 Local purchase as nor¬ 
mal means of supply . (a > Scope of sec¬ 
tion: This section sets forth the policy 
with respect to AF authority to make 
direct purchase of nonmilitary type items 
assigned to the Army or Navy for pro¬ 
curement, without dollar limitation, 
when such items are coded local pur¬ 
chase within the Air Force. 

<b) Applicability of section; This sec¬ 
tion applies to all AF activities affecting 
procurements within the continental 
United States. 

(c) Items which are assigned to the 
Army or Navy for procurement, but 
which are currently coded “LP" in AF 
stock lists and funded for local purchase, 
may be purchased in any quantity, with¬ 
out dollar limitation, regardless of the 
small local purchase limitations set 
forth in the purchase assignment imple¬ 
menting procedures and the direct pur¬ 
chase authorization. When an item is 
coded “LP" for a future fiscal year, this 
authority will become effective with the 
effective date of “LP* coding. 

(d) This extended local purchase au¬ 
thority does not apply to items assigned 
to the General Services Administration 
for procurement. 
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Part 1005— Interdepartmental 
Procurement 

Subpart A—Procurement Under Federal Supply 
Schedule Contract* 

Sec. 

1005.101 Federal Supply Schedule con tracts. 
1003.101-60 Performance under Federal 
Supply Schedule contracts. 

1006.103 Distribution of Federal Supply 
Schedules and related publications. 

1005 103 Mandatory use of Federal Supply 
Schedules. 

1005 103-2 List of Federal Supply Schedule 
contracts which are mandatory upon the 
Department of Defense. 

1005.106 Federal Supply Schedules with 
multiple award provisions. 

1005.150 Procurement of utility services by 
use of General Services Administration 
area contracts. 

1003.150-1 Mandatory use of area contracts. 

Subport S—Procurement From Cenerol Service* 
Adminittrolion Store* Depot 

1005.201 General. 

Subport C—Procurement Through Federol Supply 
Service Consolidated Pvrehotlng Program* 

1005-301 Federal Supply Service consolidated 
purchasing programs. 

1005.302 Mandatory use of consolidated 
purchasing programs. 

Authority : f| 1005.101 to 1005.302 Issued 
tinder sec. 8012. 70A Stat 488; 10 U. S. C. 8012. 
Interpret or apply sec. 2301-2314, 70A 8tat. 
127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—PROCUREMENT UN0ER FEDERAL 
SUPPLY SCHEDULE CONTRACTS 

5 1005.101 Federal Supply Schedule 
contracts. Procurement under contracts 
executed by the Federal Supply Service. 
General Services Administration will be 
made by placing a delivery order on the 
contractor under the applicable Federal 
Supply Schedule contract. DD Form 
1155. ‘‘Order for Supplies or Services,” 
will be used when ordering supplies or 
services under Federal Supply Schedules. 
(See | 16.303 of this title.) 

f 1005.101-50 Performance under 
Federal Supply Schedule contracts —(a) 
Supervision. While the General Services 
Administration awards and exercises 
general supervision over its contracts, it 
is the responsibility of agencies whose re¬ 
quirements are included In the contracts 
to place orders with contractors, make 
payment, and, in the first instance, de¬ 
termine whether performance meets the 
contract terms. Agencies whose orders 
are accepted by the contractor pursuant 
to the optional use provisions have like 
responsibilities. Subject to the provi¬ 
sions of the contracts and the conditions 
stated in this part, ordering offices will 
deal directly with contractors concerning 
their performance, and may accept or 
reject the supplies or services. 

<b) Inspection. Arranging for Inspec¬ 
tion of supplies delivered or services per¬ 
formed by a contractor will be the 
responsibility of the ordering office. If 
inspection assistance is desired by the 
ordering office, the nearest General Serv¬ 
ices Administration regional office will 
be contacted. The General Services Ad¬ 
ministration regional office executing the 
contract will be notified of all significant 
instances where defective articles and 
services are received by an ordering 
office. 
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(c) Defective supplies or services: 
default of order. Ordering offices may 
accept defective items and services, ac¬ 
cording to the provisions of § 7.103-5 (b) 
of this title, or have the contractor de¬ 
clared in default and terminate the right 
of the contractor to proceed further un¬ 
der the delivery order. However, before 
declaring a contractor in default, order¬ 
ing offices will notify the contractor in 
writing that, unless satisfactory per¬ 
formance occurs within a specified time 
(allowing a reasonable time for perform¬ 
ance), the ordering office will terminate 
the contractor’s right to proceed further 
under the delivery order and will hold 
him liable for any excess costs resulting 
from purchasing the supplies or services 
elsewhere. Such notice need not be 
given when the default Involves an at¬ 
tempted fraud on the United States or 
when it would obviously be futile, for 
example, when the contractor has al¬ 
ready declined to perform. The General 
Services Administration regional office 
executing the contract will be notified 
in writing of all cases where an ordering 
office has declared a Federal Supply 
Schedule contractor in default. 

(d> Reordering; excess costs . When 
a delivery order is terminated for de¬ 
fault. the ordering office may procure 
elsewhere the undelivered portion of the 
supplies or services covered by the order 
and chargo the contractor with any re¬ 
sulting excess costs. Where excess costs 
are anticipated, the ordering office may 
withhold sufficient funds otherwise due 
the contractor as offset security. Order¬ 
ing offices will try to minimize excess 
costs to be charged against the contrac¬ 
tor and will attempt to collect by setoff 
or otherwise any such excess costs. 

(e> Excusable delay . Should the con¬ 
tractor allege that the failure in per¬ 
formance was due to an excusable cause 
precluding assessment of excess costs 
under the provisions of the contract, the 
deputy regional director. Federal Supply 
Service, of the regional office executing 
the schedule contract will be notified 
promptly. The determination of whether 
the failure is excusable will be made 
only by the contracting officer of the 
General Services Administration, or by 
the Administrator of General Services, 
or his duly authorteed representative, on 
appeal. When the ordering office is 
aware that the defaulting contractor has 
alleged the failure to be excusable, it 
may elect to postpone the assessment of 
excess costs until a decision Is made to 
avoid unnecessary accounting actions. 

(f) Default of entire contract . The 
General Services Administration may de¬ 
clare a contractor In default on an over¬ 
all basis for any or all items covered by 
the contract, as distinguished from the 
ordering office action on Individual or¬ 
ders set forth in paragraph (c) of this 
section. When notified of such action 
by the General Services Administration, 
ordering offices will not thereafter ac¬ 
cept further performance by the con¬ 
tractor or place new orders with him. 
and they will purchase against the ac¬ 
count of the contractor from replacing 
contractors designated by the General 
Services Administration, or in such other 


manner as directed by the Administra¬ 
tion. 

(g) Disputes. All disputes concerning 
questions of fact arising under the con¬ 
tract which cannot be settled satisfac¬ 
torily between the ordering office and 
the contractor will be decided by the 
General Services Administration con¬ 
tracting officer executing the contract 
or by the Administrator of General Serv¬ 
ices. or his duly authorized represenu- 
tive. on appeal. 

$ 1005.103 Mandatory use of Federal 
Supply Schedules. 

! 1005.103-2 Exceptions to mandatory 
use. Emergency procurement: Authority 
to make the determination set forth in 
f 5.103-3 (a> of this title, within the Air 
Force, has been delegated to the Com¬ 
mander, AMC. It hns been redelegated 
solely to staff officers responsible for 
procurement: (a) Within major com¬ 
mand headquarters, <b) within head¬ 
quarters of the first echelon of command 
subordinate to the major command, and 
<c) at installations under the jurisdic¬ 
tion of the subordinate command. The 
determination will clearly set forth the 
circumstances of the emergency and 
specific reasons why the time clement 
makes necessary purchase from sources 
other than the Federal Supply Schedule. 

} 1005.106 Federal Supply Schedules 
with multtplc award provisions. Certain 
mandatory Federal Supply Schedules af¬ 
ford a choice of different makes or 
brands of a particular type of equipment 
at different prices. In ordering from 
these schedules, the choice of equipment 
will be governed by price except when 
the using activity furnishes the contract¬ 
ing officer a written justification for 
ordering a particular make or brand. 
Justification may be based on considera¬ 
tions. such as. but not limited to, opera¬ 
tor efficiency, time of delivery, service, 
difference in performance characteris¬ 
tics. compatibility with existing equip¬ 
ment or systems. The justifications will 
be used by the contracting officer as the 
basis for ordering a particular make or 
brand at other than the lowest schedule 
price for the type of equipment involved. 
No formal determination or finding need 
be filed with either the General Services 
Administration or the General Account¬ 
ing Office. 

$ 1005.150 Procurement of utility 
services by use of General Services Ad- 
ministration area contracts. A “State¬ 
ment of Areas of Understanding In the 
Matter of Procurement of Utility Sen- 
ices" was agreed upon by the Secretary 
of Defense and the Administrator of 
General Services, effective November 2, 
1950. As set forth in that statement, the 
General Services Administration exe¬ 
cutes “Area Contracts“ (open-end con¬ 
tracts) which provide for furnishing 
utility services to all. or substantially alL 
activities of the Government located 
within a specified geographical area. 
These contracts are published as General 
Services Administration Public Utility 
Schedules. 

§ 1005.150-1 Mandatory use of arec 
contracts. Utility services required by 
AF activities in localities within an art* 
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where these services are available under 
a General Services Administration Area 
Contract will be procured thereunder 
unless an exemption is obtained from the 
General Services Administration. 

SUftPAftT B—PROCUREMENT FROM GENERAL 
SERVICES ADMINISTRATION STORES DEPOTS 

S 1005.201 General. The decision 
whether items and material tcxcept 
commodities under DOD-GSA inter¬ 
vene y purchase assignment) will be 
procured from General Services Admin¬ 
istration (GSA) Stores depots or from 
commercial sources pursuant to § 5.201 
of this title will be made by administra¬ 
tive determination arrived at Jointly by 
the procurement and supply activities 
at each AF installation authorized to 
effect local purchases within the conti¬ 
nental limits of the United States. 

<a> Prices paid to GSA stores depots 
and commercial sources will be infor¬ 
mally reviewed and compared at regular 
intervals not to exceed once a quarter, 
taking into consideration the overall de¬ 
livered cost, including price of the item, 

I transportation costs, and administrative 
costs in effecting payment. Records will 
be retained as necessary to evidence that 
the reviews were in fact made. Formal 
solicitation of bids or requests for quota¬ 
tions from GSA stores depots in compe- 
■ tition with commercial sources will not 

i be employed to accomplish this end. 

(b) Determination with respect to the 
■ quality of service rendered by GSA stores 
depots in comparison with the services 

1 ^ obtainable from commercial sources will 
normally be based on past experience, 
and should be a matter of continuing re¬ 
view to Insure: Timely delivery of re¬ 
quired items and elimination of the 
need for repeated back ordering which 
tends to increase the administrative 
costs in the acquisition of required 
supplies. 

SUBPART C—PROCUREMENT THROUGH FEDERAL 
SUPPLY SERVICE CONSOLIDATED PURCHASING 
PROGRAMS 

! 1005.301 Federal Supply Service 
consolidated purchasing programs. By 
agreement between the Department of 
Defense and the General Services Ad¬ 
ministration. the General Services Ad¬ 
ministration has been assigned procure¬ 
ment responsibility for the Department 
of Defense requirements In certain 
I commodity areas. Implementing pro- 
I cedures to these assignments have been 
developed by the military departments 
and General Services Administration and 
approved by the Assistant Secretary of 
Defense (Supply and Logistics). 

5 1005.302 Mandatory use of consoli¬ 
dated purchasing programs. Procure¬ 
ment of assigned items from or through 
ine General Services Administration is 
■^ n ? a i tor y. except as otherwise pro- 
mod in the implementing procedures, 
“ u AP activities located within the 
»°rf tl l[ l i ental of the United States 


Past 1006—Poseicn PtracHASts 
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See. 

1006103 Applicability ot Buy American Act. 
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See. 

1000.1 OS-1 Kinds of supplies. 

1006.103-2 Origin ot supplies used In manu¬ 
factured supplies. 

1006.104 Authority to grant exceptions to 
Buy American Act. 

Subport B—Conodion PurcSotet 

1006 201 Purchases from Canadian sup¬ 
pliers. 

1006.251 Research contracts placed in 
Canada. 

Subpart T— Odihore Procurement 

1006.2000 Definitions. 

1006.2001-1 USAF Procurements. 

10062001-2 MDAP Procurements. 

1006 2002 Functions and responsibilities; 

MDAP program. 

10062005 Prohibitions. 

AtJTHoamr: ft 1006.103 to 10062005 Issued 
under sec. 8012. 70A Slat 488; 10 U. 8. C. 
8012. Interpret or apply sees. 2301-2314. 70A 
8UI. 127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—BUY AMERICAN ACT AND OTHER 

STATUTORY PROHIBITIONS ON FOREIGN PUR¬ 
CHASES 

5 1006.103 Applicability of Buy Amer¬ 
ican Act . It is emphasized that the Buy 
American Act only applies to purchases 
“for public use.” Exemption should be 
requested only if the Air Force will 
acquire title to the property by direct 
purchase, or through a contractor’s pur¬ 
chase. If a contractor desires to pur¬ 
chase foreign articles for his own use 
under such circumstances that the Gov¬ 
ernment will not become the owner of 
such articles, request for exemption from 
the Buy American Act will not be sub¬ 
mitted even though the contractor may 
intend to use the foreign articles <e. g., 
production machinery) to aid him in per¬ 
formance of an AF contract as well as 
for his private business. If the purchase 
is being made by an AF contractor, the 
Importation of the foreign material may 
be dutiable. 

§ 1006.103-1 Kinds of supplies. For¬ 
eign periodicals and publications (books, 
periodicals, magazines, and newspapers) 
which are available through vendors lo¬ 
cated within the continental United 
States may be procured, unless there is 
a question of security involved. 

9 1006.103-2 Origin of supplies used 
in manufactured supplies. Pending revi¬ 
sion of Part 6. Chapter I of this title, is 
a result of Executive Order No. 10582 
<19 F. R, 8723), and notwithstanding the 
provisions of $ 6.103-2 of this title, sup¬ 
plies will be considered to be manufac¬ 
tured “substantially all" from the United 
States supplies whenever the cost of for¬ 
eign supplies used in such manufacture 
constitutes less than 50 percent of the 
cost of all supplies used in such manu¬ 
facture. 

SUBFART B—CANADIAN PURCHASES 

3 1006.201 Purchases from Canadian 
suppliers —(a) Requirement . All AF con¬ 
tracts placed with a supplier or contrac¬ 
tor located in the Dominion of Canada 
will be made with the Canadian Com¬ 
mercial Corporation through their 
Washington Office. However, AF bases 
located In Canada and the 3101st Logis¬ 
tical Control Group may make direct 
purchases from Canadian suppliers for 
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Items of supplies and services authorized 
for purchase. 

(b) Agreement between Canada and 
the U. S. Departments of the Army . 
Navy , and Air Force regarding purchase 
of supplies in Canada. The purpose of 
the following is to circularize the present 
understanding between the departments 
of the Army. Navy, and Air Force and 
the Deputy Minister of Defence Produc¬ 
tion. Canada, regarding purchasing of 
military supplies in Canada. The poli¬ 
cies announced herein were transmitted 
by the Deputy Minister of Defence Pro¬ 
duction. Canada, in a letter. February 18. 
1952. and were approved by the Under 
Secretary of the Anny, Assistant Secre¬ 
tary of the Navy, and the Under Secre¬ 
tary of the Air Force February 1952. 

9 1006.251 Research contracts placed 
in Canada. The Canadian Government 
through the Permanent Board of De¬ 
fence has requested that all research 
contracts with agencies in the Dominion 
of Canada be cleared through a central 
point to eliminate competition lor re¬ 
search projects and to prevent further 
subsidies from the various agenejes of 
the United States for research In uni¬ 
versities already supported by various 
Canadian federal agencies. 

SUBFART T—OFFSHORE PROCUREMENT 

9 1006.2000 Definitions. For purposes 
of this subpart, separate definitions are 
given for USAF and MDAP offshore 
procurements. 

(a) For USAF procurements, “Off¬ 
shore Procurements <OSP)“ means pro¬ 
curement of material, supplies, or serv¬ 
ices by foreign procurement activities. 
AMFPA, and AMFEA from Indigenous 
sources for delivery and use outside the 
continental United States, its Territories 
and possessions: “Indigenous Sources" 
are those procurement sources outside 
the continental United States, its Terri¬ 
tories and possessions; “Services'* in¬ 
clude repairs and utilities projects and 
service contracts involving private 
contractors. 

(b) For MDAP procurements, “Off¬ 
shore Procurement (OSP) " means the 
procurement in friendly foreign coun¬ 
tries of military equipment, materials, or 
services Included in the Mutual Defense 
Assistance Program. 

$ 1006.2001-1 USAF procurements. 
The Under Secretary of the Air Force 
has directed that a maximum quantity 
of the supplies, materials, and services 
required to logistically support United 
States forces overseas be procured from 
indigenous sources, provided that such 
procurement will not result in one or 
more of the following: 

(a) Unjustifiable cost !n comparison 
with procurement in the United States. 

(b) Delay in delivery unacceptable to 
the Department of the Air Force. 

<c> Serious adverse effects upon the 
United States economy, employment or 
industrial mobilization. 

<d> Threats to the security interests 
of the United States. 

9 1006.2001-2 MDAP procurements . 
fa) To the extent that friendly foreign 
forces are able to support themselves 
in peacetime and time of combat from 
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local production, such capability is of 
strategic and logistic advantage to the 
United States. It Is Department of De¬ 
fense policy to assist In the development 
of this capability by procuring the maxi¬ 
mum Justifiable amount of material and 
equipment from offshore sources. Con¬ 
sistent with this basic objective, offshore 
procurement programs will be imple¬ 
mented to support other United States 
Foreign policy objectives. 

<b> Normally, offshore procurement 
contracts will be awarded when they 
meet sound military procurement prac¬ 
tices with respect to price, quality, deliv¬ 
ery. and reliability of contractor, in in¬ 
stances where contracts are to be written 
for items previously procured offshore, 
appropriate reductions from initial off¬ 
shore procurement prices should be in¬ 
sisted upon to the extent reasonably pos¬ 
sible due to cost reducing factors of 
follow-in orders. 

<c> The policy for normal offshore 
procurement, as outlined in paragraph 
<b) of this section, will be continued to 
the extent circumstances warrant. It is 
recognized that It may be desirable for 
overriding considerations to undertake 
actions that may be in conflict with nor¬ 
mal procurement procedures or pro¬ 
gramming criteria. Such instances are 
not limited to but may arise as follows: 

(1) Where it can be determined that 
extending delivery schedules of existing 
contracts or establishing production 
schedules of new contracts at a minimum 
economical production rate would assist 
in maintaining a desired defense produc¬ 
tion base, delivery schedules should be 
so arranged: provided there is no in¬ 
crease in contract prices and the delivery 
schedule so changed will have no signifi¬ 
cant adverse effect upon supply objec¬ 
tives. Delivery schedules on delinquent 
contracts may be extended under this 
policy according to l 1053.102 of this 
chapter. 

(2) When one or more country gov¬ 
ernments. by means of a firm commit¬ 
ment. undertake to make a satisfactory 
contribution from its own resources for 
the preservation or expansion of a crit¬ 
ical defense production base, circum¬ 
stances may warrant joint participation 
by the United States through an off¬ 
shore procurement program that may 
deviate from normal procedures. 

(3) Where it can be determined that 
United 8tatcs participation In establish¬ 
ing a production base offshore for newly 
designed weapons will aid in accomplish¬ 
ing United States objectives, such as 
weapons standardization or correlated 
production planning and participation, 
an offshore procurement program over 
and above approved programs may be 
warranted. 

5 1006.2002 functions and respond - 
bilitics; MDAP program . In developing 
offshore procurement programs to pur¬ 
chase maximum justifiable quantities 
from sources in friendly foreign coun¬ 
tries. Hq U8AF will place emphasis on 
Items: (1) Having high combat mortal¬ 
ity. the production of which overseas 
will result in decreased demands on the 
United States for logistic support in time 
of war. <2) where production sources in 
the United States are either nonexistent 


or limited and it is not desirable to estab¬ 
lish or expand such sources, (3) for 
which production offshore will perpetu¬ 
ate or expand an existing desirable de¬ 
fense production base. Selection of items 
will further be based upon procurement 
abroad not resulting in one or more of 
the following: 

(a) Serious adverse effects on the 
United States defense production base. 

<b) Unjustifiable costs in comparison 
with procurement costs in the United 
States, including transportation from the 
United States to recipient countries. 

(c> Delays in delivery incompatible 
with United States defense objectives. 

(d) Production offshore which would 
be detrimental to the security interests 
of the United States. 

9 1006.2005 Prohibitions —<a> Sup¬ 
plies originating in the United States . 
Unless otherwise authorized by the Air 
Force, no oversea commander will en¬ 
gage in the procurement of supplies (de¬ 
fined by § 1.201-8 of this title) normally 
centrally procured, from oversea manu¬ 
facturers or suppliers if the supplies in 
complete and finished form, are to be 
obtained by such oversea manufacturers 
or suppliers from sources within the con¬ 
tinental United States, its Territories or 
possession?. This prohibition does not 
apply to supplies which are coded for 
local purchase in USAF Supply Catalogs, 
or as otherwise authorized by applicable 
AF regulation. 


Part 1007 —Contract Clauses 

Subport A—Clauttt for Bilateral fi*ed-Pri<o 
Supply Contracts 

8ec. 

1007.103 Required clauses. 

1007.103- 1 Definitions. 

1007.103- 2 Changes and disposition of In¬ 
ventory resulting from changes. 

1007.103- 3 Extras. 

1007.103- 4 Variation In quantity. 

1007.103- 5 Inspection. 

1007.103- 3 Responsibility for supplies. 

1007.103- 7 Payments. 

1007.103- 8 Assignment of claims. 

1007.103- 0 Additional bond security. 

1007 103-10 Federal, state, and local taxes. 

1007.103- 11 Default. 

1007.103- 12 Disputes. 

1007.103- 13 Renegotiation. 

1007 103-14 Buy American Act. 

1007.103- 16 Eight-hour law of 1012. 

1007 103-17 Walah-Hcaley Public Contracts 
Act. 

1007.103- 18 Nondiscrimination In employ¬ 
ment. 

1007.103- 19 Officials not to benefit. 

1007.103- 20 Covenant against contingent 

fees. 

1007 103-21 Termination for convenience of 
the government. 

1007.103- 22 Authorization and consent. 

1007.103- 23 Notice and assistance regarding 
patent infringement. 

1007 103-50 Subcontracts. 

1007.104 Clauses to be used when applicable. 

1007.104- 1 Da Vis-Bacon Act. 

1007.104- 2 Copeland Act. 

1007.104- 5 Patent Indemnity. 

1007.104- 3 Piling of patent applications. 

1007.104- 7 Patent rights. 

1007.104- 8 Reporting of royalties. 

1007.104- 9 Copyright. 

1007.104- 10 Aircraft In the open. 

1007.104- 11 Vlnson-Trammcl! Act. 

1007.104- 12 Military security requirements. 

1007.104- 13 Domestic food, clothing, cotton, 
spun silk yarn for cartridge cloth, or 
wooL 


Sec. 

1007.104- 14 Utilization of small buslnera 
concerns. 

1007.104- 15 Examination of records. 

1007.104- 16 Gratuities. 

1007.104- 17 Convict labor. 

1007.104- 18 Priori ties, allocations and allot*, 
menu. 

1007.104- 50 8hlpmenU. 

1007.104- 61 Delay In delivery of daU. 

1007.104- 62 Superseding specifications. 

1007.104- 63 Quality control specification 

1007.104- 54 Government-furnished property 

1007.104- 55 Overtime and premium wugo 
compensation. 

1007.104- 56 Discounts. 

1007.104- 57 Special tooling. 

1007.104- 58 Inspection and audit. 

1007.104- 59 Reproduction and uae of tech¬ 
nical data. 

1007.105 Additional clauses. 

1007.105- 1 Alterations In contract. 

1007.105- 2 Approval of contract. 

1007.105- 3 Notice to the Government of 
labor disputes. 

1007.105- 4 Notice of shipments. 

1007.105- 5 Liquidated damages. 

1007.105- 6 Bill of materials. 

1007.105- 7 Material Inspection and receiv¬ 
ing report. 

1007.105- 60 Furnishing of materials or sup¬ 
plies by the Government at 1U option. 

1007.105- 51 Additional Inspection require¬ 
ments. 

1007.105- 52 Certificate acceptance. 

1007.105- 53 Oeneral. 

1007 106 Price escalation clauses (estab¬ 
lished prices). 

1007.105- 1 Escalation clause for basic steel, 
aluminum, brass, bronze, or copper mill 
products. 

1007.106- 2 Escalation clause for non-stand¬ 
ard steel items. 

1007.106- 3 Escalation clause for standard 
supplies. 

1007.103-4 Escalation clause for eemlstand- 
ard supplies. 

Svbporl 6—Clouse* for Cosl-Relmburteoierf 
Supply Contracts 

1007.200 Scope of subpart. 

1007.202 Applicability. 

1007.203 Required clauses. 

1007.203- 1 Definitions. 

1007.203- 2 Changes. 

1007.203- 3 Limitation of cost. 

1007.203- 4 Allowable coat, fixed fee and pay* 
meat. 

1007.203- 6 Inspection of supplies and cor¬ 
rection of defects. 

1007.203- 3 Assignment of claims. 

1007.203- 7 Records. 

1007203-8 Subcontracts. 

1007 203-9 Utilization of small business 
ooncems. 

1007.203- 10 Termination. 

1007203-11 Excusable delays. 

1007.203- 12 Disputes. 

1007.203- 13 Renegotiation. 

1007.203- 14 Buy American Act. 

1007.203- 15 Convict labor. 

1007.203- 16 Eight-Hour Law of 1912. 

1007 203-17 Walsh-Healey Public Contracts 
Act. 

1007.203- 18 Nondiscrimination In employ* 
meat. 

1007.203- 19 Officials not to benefit, 

1007203-20 Covenant against contingent 

fees. 

1007203-21 Government property. 

1007.203- 22 Insurance; liability to third 
persons. 

1007203-23 Authorization and consent. 

1007.203- 24 Notice and assistance regarding 
patent infringement. 

1007.203- 60 Alterations in contract. 

1007.204 Clauses to be used when applicable. 

1007.204- 1 Da vis-Bacon Act. 

1007.204- 2 Copeland Act. 

1007204-6 Patent Indemnity. 
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1007 204-6 Filing of patent application. 

1007 204-7 Patent rtghta. 

1007204-8 Reporting of royalties. 

1 1 >07204-9 Copyright, 

lo07204-11 Vlnfion-Trammoll Act. 

1007204-12 Military security requirement*. 
1007204-13 Domestic food, clothing, cotton. 
fl pun suit yarn for cartridge cloth, or 

Vs wM»l. 

1007 204-14 Gratuities. 

1007 204-15 Priorities, allocations and allot¬ 
ments. 

1007204-10 Negotiated overhead rates. 
1007204-60 Shipments. 

1007204-51 DeUy in delivery of data. 
1007204-52 Superseding specifications. 

1007 204-63 Quality control specification. 

1007 204 54 Reproduction and use of techni¬ 
cal date. 

1007205 Additional clauses. 

1007205-1 Alterations in contract. 

1007205-2 Approval of contract. 

1007203-3 N'jtJoe to tho Government of 
labor disputes. 

1007205-4 Bill of materials, 

1007205-5 Federal, State, and local taxes. 
100? 205-0 Materiel Inspection and receiving 
report, 

1007205*60 Certificate acceptance, 

1007.205-51 General. 


Subport C—Clou»e» for Fixed-Price Research and 
Development Contract* 

1007 300 Scope of support. 

1007 302 Definitions. 

1007 203 Required clauses. 

1007303-1 Definitions. 

1007 303-2 Changes. 

1007203-3 Extras. 

1007 303-4 Inspection. 

1007203-5 Quality control specification. 

1007 303-3 Responsibility for contract work. 

1007.303- 7 Payments. 

1007 303-3 Assignment of claims. 

1007 303-9 Pederal. State, and local taxes. 
1007 303-10 Default. 

1007.303- 11 Disputes. 

1007.303- 12 Notice and assistance regarding 
patent infringement. 

1007.303- 13 Buy American Act. 

1007 303-14 Convict labor. 

1007 303-15 Eight-hour law of 1012. 

1007.303- 10 Walsh-Healey Public Contracts 

Act. 

1007 303-17 Nondiscrimination in employ¬ 
ment. 

1007303-la Officials not to benefit. 

1007503-10 Covenant against contingent 

fees. 

1007 303-20 Termination for convenience of 
the Government. 

1007203-21 Subcontracts. 

1007.303- 22 Authorization and consent. 

1007 303-23 Utilization of omall business 
concerns. 

1007303-24 Patent rights. 

1007303-25 Reproduction and use of techni¬ 
cal data. 

1007 303-26 Renegotiation. 

1007304 Clauses to be used when applicable. 
1007 304-1 Gratuities. 

1007304-3 Government-furnished property. 
l^I 304 ^ Reporting of royalties. 

1007 304-5 Military security requirements, 
1007304-6 Delay in delivery of data. 

1007 304-7 Superseding specifications. 
ISP 04 - 8 Cc Pyrl<ht, 

1007.304*8 FlUng of patent applications. 

J!^ ?. 04 ' 10 Examination of records, 
loo, 304-11 Approval of contract, 
j 007204-12 Alterations in contract, 
loo? 304-13 Inspection and audit. 

1007.304- 14 Priorities, allocations, and allot¬ 
ments. 

1007 305 Additional clauses. 

1007305-1 Furnishing of materials or sup¬ 
plies by the Government at Its option. 
P>>7305*2 Notice to tho Government of 
labor disputes. 

No. 43—58-14 


Sec. 

1007.305-3 Shtpments. 
1007 305-4 General. 


Subport D—Clouses far Cost-Relmbursement-Type 
Research and Development Contracts 


1007 400 Scope of subpart. 

1007.402 Definitions. 

1007.403 Required clauses. 

1007.403- 1 Definitions. 

1007.403- 2 Changes. 

1007.403*3 Limitation of coat. 

1007.403- 4 Allowable cost, fixed fee and pay¬ 
ment. 


1007.403- 5 Inspection. 

1007.403- 6 Assignment of claims. 

1007.403- 7 Records. 

1007.403- 6 Subcontracts. 

1007.403 9 Utilization of small 


business 


concerns. 

1007 403-10 Termination. 

1007.403- 11 Excurable delays. 

1007.403- 12 Disputes, 

1007.403- 13 Notice and assistance regarding 
patent Infringement. 

1007.403- 14 Buy American Act. 

1007 403-15 Convict labor. 

1007.403- 16 Eight-hour law of 1012. 

1007.403- 17 Nondiscrimination In employ¬ 
ment. 

1007*403-18 Officials not to benefit. 

1007.403- 19 Covenant against contingent 

f g£g 

1007.403- 20 Patent rights. 

1007.403- 21 Government property. 

1007.403- 22 Insurance liability to third per¬ 
sons. 

1007.403- 23 Authorization and consent. 

1007.403- 24 Quality control specification. 

1007.403- 25 Reproduction and use of techni¬ 
cal data. 

1007.403- 26 Renegotiation. 

1007.404 Clauses to be used when applicable. 

1007.404- 3 Filing of patent applications. 

1007.404- 4 Reporting of royalties. 

1007.404- 5 Copyright. 

1007.404- 7 Military security requirements. 

1007.404- 8 Wul&h*Healey Public Contracts 
Act. _ 

1007.404- 0 Ora tut ties. 

1007.404- 10 Alterations in contract. 

1007.404- 11 Approval of contracts. 

1007.404- 12 Rodetcrmlnntion of overhead 
rates. 

1007.404- 13 Delay in delivery of data. 

1007.404- 14 Superseding specifications. 

1007.404- 15 Limitation of cost, 

1007.404- 16 Priorities, allocations and allot** 

meats. 

1007.406 Additional clauses. 

1007.405- 1 Notice to the government of 
labor disputes. 

1007.405*2 Shipments. 

1007.405- 3 General. 


Subport E—Clouses for Personal Services 
Contracts 


1007.500 Scope of subpari. 

1007 502 Applicability. 

1007.503 Required clauses. 

1007.503-1 Definitions. 

Payments. 

Assignment of claims. 

Disputes. 

Officials not to benefit. 

Covenant against contingent 


1007.503- 2 

1007.503- 3 

1007.603- 4 

1007.503- 5 

1007.503- 6 
fees. 

1007503-7 

1007.603- 8 
1007503*9 


Termination. 
Approval of contract. 
Patents. 

1007.503-10 Copyright. 

1007503-60 Subcontracts. 


1007.504 Clauses to be used when applicable. 
1007504-1 Military security requirements. 
1007504-50 Reproduction and use of tech* 
nicai data. 

1007504-51 Filing of patent application!. 
1007505 Additional clauses. 

1007.505-1 Alterations in contract. 


Sub part T—Clau**« and Arrangements for Per¬ 
sonal Servko Contract! With Foreign Notionals 

Sec. 

1007 2000 Scope of subpart. 

1007.2002 Definition. 

10072003 Required clauses and arrange* 
mente. 

10072003-1 Cover page. 

1007.2003- 2 Introduction. 

10072003-3 Scope of employment. 
10072003-4 Administration. 

10072003-5 Security regulations. 
10072003-6 Report of espionage. 

10072003-7 Period ol performance and 

compensation. 

1007.2003- 8 Hours of work. 

1007.2003- 9 Leave. 

1007.2003- 10 Patents and copyright*. 

1007.2003- 11 Transportation. 

10072003-12 Housing. 

1007.2003- 13 Subsistence. 

10072003-14 Medical services. 

1007.2003- 15 Burial and effects. 

10072003-16 Injuries. 

1007.2003- 17 Dependents. 

1007.2003- 18 Visa. 

10072003-10 Officials not to benefit. 

1007.2003- 20 Covenant against contingent 
lees. 

10072003-21 Disputes. 

1007 2003-22 Termination. 

1007.2003- 23 Definitions. 

10072003-24 Disclosure of information. 

1007 2003-25 Certification. 

10072003-26 Approval of contract. 
10072003-27 Alterations In contract. 
10072003-28 Conclusion and signatures. 

Subport U—Clauses for Fixtd-Price Nonperional 
Service Controctt 

1007.2103 Required clauses. 

10072103-1 Definitions. 

10072103-2 Changes. 

10072103-3 Inspection. 

10072103-4 Payments. 

10072103-5 Assignment of claims. 
10072103-6 Federal, State, and local taxes. 
10072103-7 Default. 

1007.2103- 8 Disputes. 

10072103-9 Notice and assistance regarding 
patent infringement. 

1007.2103- 10 Buy American Act. 

10072103-11 Convict labor, 

1007 2103-12 Eight-hour law of 1912. 

1007.2103- 13 Nondiscrimination in employ* 
rnent. s 

1007 2103-14 Officials not to benefit. 
10072103-15 Covenant against contingent 
fees. 

1007.2103- 18 Termination for convenience of 
the Government. 

10072103-17 Subcontracts. 

10072103-18 Utilisation of small business 
concerns. 

100^2103-20 Examination of reoords. 
10072103-21 Gratuities. 

10072103-22 Renegotiation. 

10072104 Clauses to be used when appli¬ 
cable. 

10072104-1 Waith-Heaiey Public Contracts 

Act. 

10072104-3 Military security requirements. 
1C07.2104—4 Government-furnished prop¬ 
erty 

10072104-5 Reporting of royalties. 
10072104-6 Filing of patent applications. 
10072104-7 Patent Indemnity. 

10072104-8 Copyright. 

10072104-9 Patent rights. 

10072104-10 Reproduction and use of tech¬ 
nical data. 

1007.2104- 11 Authorization and consent, 
10072104-12 Inspection and audit. 
10072104-13 Priorities, allocations and allot¬ 
ments. 

10072104-14 Approval of contract. 

1007.2104- 15 Alterations In contract 
10072105 Additional clauses. 




1361 


RULES AND REGULATIONS 


8ec. 

1007.2105- 1 Furnishing of material* and 
supplies by the Government at its 

option. 

1007.2105- 3 Notice to the Government of 
labor disputes. 

1007.2105-3 General* 

Subpart V—Clouts* for Technical Service* 
Contracts 

1007.2203 Required clauses. 

1007.2203- 1 Definitions. 

1007.2203- 2 Change*. 

1007.2203- 3 Inspection. 

1007 2203-4 Payments. 

1007.2203- 5 Assignment of claims. 
10072203-0 Federal. State, and local taxes. 
1007 2203-7 Default. 

10072203-3 Disputes. 

1007.2203- 0 Convict labor. 

1007.2203 -10 Eight-hour law of 1012. 

1007.2203- 11 Nondiscrimination In employ- 
- ment. 

10072203-12 Officials not to benefit. 

1007.2203- 13 Covenant against contingent 
fees. 

10072203-14 Termination for convenience of 
the Government. 

10072203-15 Subcontracts for work or senr- 
vlccs. 

1007.2203- 10 Inspection and audit. 
10072203-17 Examination of records. 
10072203-18 Gratuities. 

1007 2203-19 Renegotiation. 

1007.2203- 20 Contractor personnel. 
10072203-21 Period of performance. 
10072203-22 Sendees furnished by the Gov¬ 
ernment. 

10072204 Clauses to be used when appli¬ 
cable. 

1007.2204 1 Military security requirements. 

1007.2204- 2 Government-furnished prop¬ 
erty. 

1007.2204- 3 Capture and detention. 

1007.2204- 4 Copyright. 

10072204-5 Filing of patent applications. 
10072204-3 Notice and assistance regarding 
patent infringements. 

1007.2204- 7 Reproduction and use of tech¬ 
nical data. 

1007.2204 8 Approval of contract. 

1007.2201-9 Alterations In contract. 

10072205 Additional clauses. 

1007.2205- 1 Reports. 

1007.2205- 2 General. 

10072206 Required schedule provisions. 
10072206-1 Part I: services to be furnished. 

1007.2206- 2 Part U; consideration and pay¬ 
ment. 

10072206-3 Part III; period of performance. 
10072207 Schedule provisions to bo used 
when applicable. 

10072207-1 Period of performance beyond 
the end of the fiscal year. 

1007.2207- 2 Option to extend services at 
same rates. 

1007.2207- 3 Option to extend services at 
pro vis tonal rates. 

Subpart W—Cioum lor Tim# and Materials 
Contracts 

10072303 Required clauses. 

10072303-1 Definitions. 

10072303-2 Changes. 

1007.2303- 3 Inspection. 

10072303-4 Pa ymen ta- 

1007 2303-6 Assignment of claims. 

1007.2303 8 Excusable delays. 

10072303-7 Disputes. 

1007.2303- 8 Notice and assistance regarding 
patent Infringement. 

1007 2303-9 Buy American Act. 

1007.2303- 10 Convict labor. 

10072303-11 Blght-hrmr law of 1912. 

1007.2303- 12 Walsh-Healey Public Contracts 
Act. 

10072303-13 Nondiscrimination In employ¬ 
ment, 

1007.2303- 14 Officials not to benefit. 
10072303-15 Covenant against contingent 

Ices. 


Sec. 

1007.2303- 18 Termination. 

10072303-17 Renegotiation. 

10072303-18 Subcontracts. 

10072303-19 Records. 

10072303-20 Gratuities. 

10072303-21 Government-furnished prop¬ 
erty. 

10072303-22 Reporting of royalties. 

1007.2304 Clauses to be used when appli¬ 
cable. 

1007.2304- 2 Shipments. 

10072304-3 Military security requirements. 
10072304-4 Copyright 

10072304-5 Reproduction and use of tech¬ 
nical data. 

10072304-6 Authorization and consent. 
10072304 7 Filing of patent applications. 
10072304-8 Patent Indemnity. 

10072304-9 Priorities, allocations and al¬ 
lotments. 

10072304-10 Approval of contract. 
10072304-11 Alterations In contract. 

1007.2305 Additional clauses. 

1007.2305- 1 Notice to the government of la¬ 
bor disputes. 

10072306-2 General. 

Sub port X—Clou***, Schedule Provision!, and 
Exhibit* for Intfrvcllon of Military Personnel at 
Civilian School*, College*, and Universities 

10072403 Required clauses. 

10072403-1 Definitions. 

1007.2403- 2 Inspection. 

10072403-3 Disputes. 

10072403-4 Convict labor. 

10072403-5 Eight-hour law of 1912. 
10072103-6 Nondiscrimination In employ¬ 
ment. 

10072403-7 Officials not to benefit. 

1007.2403- 8 Covenant against contingent 
fees. 

10072403 9 Termination. 

10073403-10 Revised fees. 

10072403-11 Change In curriculum. 
10072403-12 Reports and withdrawal of 
students. 

10072403-12 Gratuities. 

10073!03-14 Examination of records. 
10073404 Clauses to be used when ap¬ 
plicable. 

10072404-1 Alterations In contract. 
10072406 Schedule provisions. 

10072406-J Part X; Services to be fur¬ 
nished. 

100724C6-2 Port II; Consideration, pay¬ 
ment, and voucher. 

1007 2407 Exhibits. 

1007.2407-1 Exhibit for enrollment. 

1007 3407-2 Exhibit for approving courses 
and allotment of fuuds. 

10072408 Changes to be made for contracts 
formed under APR 34 8. 

Subpart Y—Clause* ond Arrangement* for letter 
Contract* 

10072503 Arrangements for letter con¬ 
tracts. 

10072503 -1 Cover page. 

10072503-2 Introduction. 

10072503-3 Signatures and acceptance. 
10072504 Required clauses for fixed price 
letter contracts. 

10072504-1 Introductory paragraph. 
10073504-2 Direction to proceed. 

1007.2504-3 Contract clauses for Incorpora¬ 
tion by reference. 

10072504 4 Provision for definltizing con¬ 
tract. 

10072504-5 Authority to obligate funds. 
10073504-6 Termination. 

10072604-7 Quality control specification. 
10073504-8 Subcontracts. 

10072504-9 Provision for execution. 
10072505 Required clauses for coet-reim- 
burcemont letter contracts. 

1C072605-1 Introductory paragraph. 
10072505-2 Direction to proceed 
10072MD3 3 Contract clauses incorporated 
by reference. 


Sec. 

10072505-4 Provisions for definltizing con¬ 
tract. 

10072505-5 Authority to obligate funds. 
10072505-6 Termination. 

10072505-7 Quality control. 

10072605-8 Provision for execution. 
1007.2506 Required clauses for facilities let¬ 
ter contracts. 

10072506-1 Introductory paragraph. 
1007.2506-2 Direction to proceed. 
10072506-3 Contract clauses Introduced *:y 
reference. 

10072506 4 Provision for definltizing con¬ 
tract. 

10072506-8 Authority to obligate funds. 
1007 2506-6 U*e charge. 

10072506-7 Date for completion of work. 
10072506-8 Termination. 

10072506-9 Provision lor execution. 

Subport Z—-Claute* far Open Contract* for 
Equipment 

10072603 Required clauses. 

10072603-1 Definitions. 

10072603 2 Changes. 

1007 2603-3 Extras. 

10072603-4 Inspection. 

10072603-5 Responsibility for supplies. 

1007 2603 -6 Assignment of claims. 
10072603-7 Additional bond security. 
10072603-8 Federal, 8late, and local taxes. 
1007.2603 9 Default. 

10072603-10 Disputes. 

1007.2603- 11 Notice and assistance regarding 
patent Infringement. 

1007 2603-12 Buy American Act. 

10072603-13 Convict labor. 

10072603-14 Eight-hour law of 1912. 

1007.2603- 15 Wafoh-Healey Public Contact* 
Act. 

10072603-16 Nondiscrimination in enirlcy- 

ment. 

10G? 2603-17 Officials not to benefit. 
10072603-18 Covenant against contir.pent 
fees. 

10072603-19 Termination for convenience of 
the Government. 

1007.2603 20 Renegotiation. 

10072603-21 Examination of records. 

1007.2603- 22 OmtulUea. 

1007.2603- 23 Authorisation and consent. 
10072603-24 Subcontracts. 

10072603-25 Inspection and audit. 
10072603-27 Delay In delivery of data. 
10072603-28 Superseding specifications. 
10072603-29 Quality control specification. 
10072603-36 Additional tax provision. 

1007 2603-36 Shipments, 

1007.2003-37 Time for Issuance of produc* 
lion lists. 

1007 2603-38 Forma, 

10072603-39 Sample production list. 

1007.2603- 40 Sample exhibit. 

10072603-41 Sample spore parts change re¬ 
quest. 

10072603-42 Sample analysts of spare part* 
change. 

10072603-44 Government-furnished prop¬ 
erty. 

10072604 Clauses to be used when appM* 
cable. 

10072604-1 Utilization of small burlnetf 
concerns. 

10072604-3 Military security requlren '■nU. 
10072604-4 Redeierml nation of price . 
10072604-6 Discounts. 

10072604-0 Reporting of royalties 
10072804-7 Filing of patent application*. 
100720048 Copyrights. 

10072604-9 Reproduction and use of 
nlcal data. 

1007.2604- 10 Priorities, allocations, and 
lotmcnta. 

10072605 Additional clauses. 

10072605-1 Furnishing of materials 
supplies by the Government at 
optlatu 

1007 2605-2 Additional Inspection requttf 

menu. 

10072005-3 Certificate acceptance. 
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1007 2605-4 Notice to the Oovernment of 
labor disputes. 

1007 2605-5 Patent Indemnity. 

1007.2005-6 Or ne ml. 

1007.2606 Schedule. 

1007 7606-1 Article# and supplies to be 

furnished. 

1007 2606*2 Design changes. 

10073603-6 Procedure for pricing. 

Subport A A—Clouses for Facilities Contracts 

1007 2703 Required clause* 

10073703-1 Definitions. 

1007 2703-2 Facilities to be provided. 

1007 2703-3 Factual appendices. 

1007 3703-4 Reports to be rumlahed by the 
contractor. 

10073703-5 Use and charges therefor. 

1007 2706-6 Reimbursement*. 

1007 2703-7 Taxes and utilities. 

10073703-6 Inspection and access. 

1007.2703- 9 Assignment of claims. 

1007 2703-10 Records. 

1007 2703-11 Subcontracts. 

10073703-12 Utilization of small business 
concern*. 

1007 2703-13 Termination 

1007 2703-14 Cancellation of subcontracts 

1007 2703-15 Continuing plant clearance. 

1007 2703-16 Dispute*. 

10073703-17 Notice and assistance regarding 
patent Infringement. 

10073703-18 Buy American Act- 
1007 2703-10 Convict labor. 

1007 2703-30 Eight-hour law of 1912. 

10073703 21 Walah-Healey Public Contracts 

Act. 

1007 2703-22 Nondiscrimination In employ¬ 
ment 

1007 2703-23 Officials not to benefit. 

1007.2703- 24 Covenant against contingent 

1007.2703- 35 Title. 

1007 2703-26 Possession. 

1007.2703- 27 Liability for Oovemment- 
owned property. 

10073703-28 Maintenance. 

1007 2703-29 Right of diversion. 

1007.2703- 3O Responsibility for damages. 

1007 2703-31 Reservation or rights. 

1007 2703-32 Renegotiation. % 

1007 2704 Clauses to be used when appli¬ 
cable. 

10073704-1 Labor standards in construction 

contracts. 

1007 2704-2 Patent Indemnity. 

10073704-3 Reporting of royalties. 

1007 2704-4 Gratuities. 

10073704-5 Government bills of lading. 
10073704-6 Loading, blocking, and bracing 
requirements. 

1007 2704-7 Patent rights. 

1007 2704-8 Priorities, allocations and allot- 
menu. 

1007.2704**9 Approval. 

1007.2704- 10 Alterations In contract, 

1007 2705 Additional clauses. 

10073705-1 Kollos to the Government of 
labor disputes. 

1007.2705- 2 Authorization and consent. 

1007 2705-3 General. 

Svbport &6~—Cloutei for Short*Form Facilities 
Contracts 

10073802 Definition. 

1007 2803 Required clauses. 

1007 2803-1 Definitions. 

122 Facilities to be furnished. 

Factual appendices. 

1007 2803-4 Reports to be furnished by ths 

tractor. 

10o7 2803-5 Use and charges therefor. 

1007 2803-6 Taxes and utilities. 

10073803-7 Inspection and access. 

1007 2803 8 Records. 

2803-9 Termination. 

. 2803-10 Continuing plant clearance. 

1007 2803-11 Disputes. 


Sec. 

1007 2803-12 Convict labor. 

1007.2803- 13 Eight-hour law of 1912. 
10073805-14 Nondiscrimination. 

1007.2805-15 Officials not to benefit. 

1007.2803- 16 Covenant against contingent 
fees. 

1007.2803- 17 Title. 

10073803-18 Possession. 

1007.2803- 19 Liability for Government-owned 
property. 

10073803-20 Maintenance. 

1007.2803- 21 Right of diversion 

1007.2803- 22 Responsibility for damages. 
1007.3803-23 Reservation of rights. 

1007.2804 Clauses to be used when appli¬ 
cable. 

10072804-1 Gratuities. 

1007.2804- 2 Government bills of lading, 
1007.2804 3 Loading, blocking, and bracing 

requirements. 

10072804-4 Approval. 

10073804-5 Alterations in contract 

Subpart CC—Learnt of Machine Tools ond Other 
Production Equipment 

1007.2904 Cover page, Introductory recitals, 
and aigunture page. 

1007.2004-1 Cover page. 

10072904-2 Introductory recitals. 

1007.2904- 3 Signature page. 

1007.2905 Required clauses. 

10072905-1 Leased property. 

10072905-2 Term. 

1007 2605*5 Delivery. 

1007.2905- 4 Dlfclnlmer of warranty. 
10072905-5 Use of leased property. 
10072905-6 Rent*!, 

1007.2905- 7 Liability and risk of loss. 

1007 2905-8 Maintenance. 

1007.3905-9 Termination. 

1007.2905- 10 Disposition. 

1007 2005-11 Location of leased property. 
10072905-12 Title. 

10072905-13 Reports to be furnished by the 
lessee. 

10072905-14 Taxes. 

1007.2905- 15 Marking and Identification. 
1007.2903-10 Access to leased property. 
10073905-17 Responsibility for damages. 

1007.2905- 18 Nondiscrimination In employ¬ 
ment. 

1007.2905- 19 Officials not to benefit. 
10073905-20 Covenant against contingent 

fee*. 

10072905-21 Eight-hour law of 1912 
10073905-22 Convict labor, 

1007 2005-23 Disputes. 

1007 2903-24 Definitions. 

10073903-25 Approval. 

Subport IE— Clautes for Corutrcction Contracts 

1007.3103 Required clauses. 

1007 3103-1 Alteration In contract. 
10073103-2 Assignment of claims. 
10073103-3 Federal. State and local taxes. 
10073103-4 Termination for convenience of 
the Government. 

1007.3103- 5 Nottee to the Oovernment of 
labor disputes. 

1007.3103- 6 Government-furnished prop¬ 
erty. 

1007.3103- 7 Reporting of royalties. 
10073103-8 Accident prevention. 

10073103-9 Bonds. 

10073103-10 Gratuities. 

1007.3103- 11 Delivery. 

10072 roa-12 Notice and assistance regarding 
patent Infringement. 

1007 3103-13 Authorization and consent. 
10073103-14 Renegotiation. 

10073104 Clauses to be used when appli¬ 
cable. 

10073104-1 Examination of records. 
10073104-2 Approval of subcontracts 
1007 3104-4 Military security requirements. 
10072104-5 Utilization of small business 
. concern*. 

10073104-6 Approval of contract. 
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10073104-7 Patent Indemnity. 

10072104-8 Reproduction and use of tech¬ 
nical data. 

1007.3104- 9 Copyright. 

10073104-10 Filing of patent applications. 
1007 3104-11 Priorities, allocations and allot¬ 
ments. 

10073105 Additional clauses. 

1007.3105- 1 Patent rights. 

1007 3105-2 Superseding specifications. 
10073106 Required special provisions. 
10073106-1 Description of work. 

1007.3106- 2 Scope of work. 

10073106-3 Site Investigation and represen* 
tat ions. 

N 10073106-4 Order of work. 

10073106-5 Operations and storage areas 
10073106-6 Base lines and grades. 
10073106-7 Progress charts. Sundays, holi¬ 
days. and nights. 

10073106 8 Standard test, quality, and 
guarantees. 

10072106-9 Preservation of existing vegeta¬ 
tion. 

10073106-10 Protection of material and work. 

1007.3106- 11 Possession prior to completion. 

1007.3106- 12 Suspension of work. 

10073106-13 Identification of employees. 
10073106-14 Cleaning up. 

1007.3106- 15 Water. 

10073106-16 Electricity. 

1007.3106- 17 Airfield safety precautions. 

1007.3106- 18 Shop drawings. 

10073106-19 Final examination and accept¬ 
ance relating to payment. 

1007.3106- 20 Domestic articles. 

1007.3106- 21 Rales of wages. 

1007.3106- 22 Protection of existing struc¬ 
tures. utilities, and work. 

1007.3107 Additional special provisions. 

Subpart FF—Clout** for 6altory Product* 

Contracts 

1007.3203 Required clauses. 

10073203-1 Definitions. 

10073203-2 Inspection. 

1007 3203-3 Responsibility for supplies 
1007 2203-4 Payments. 

1007.3203- 5 Assignment of claims. 
10073203-6 Default. 

10073203-7 Disputes, 

10073203-6 Notice and assistance regarding 
patent Infringement. 

1007 3203-9 Buy American Act. 

10073203-10 Convict labor. 

1007 3203-11 Eight-hour law of 1912. 

1007.3203- 12 Walsh-Heaiey Public Contracts 
Act. 

10073203-13 Nondiscrimination in employ¬ 
ment. 

1007.3203- 14 Officials not to benefit. 

1007 3203-15 Covenant against contingent 
fees. 

10073203-16 Termination for convenience of 
the Government. 

1007.3203- 18 Utilization of small business 
concerns. 

1007.3203- 19 Gratuities. 

1007.3203- 20 Vehicles or conveyances. 
10073203-21 Federal Food, Drug And Cos¬ 
metic Act. 

1007.3202-22 Sanitary Inspection. 

1007 3203-23 Containers. 

1007 3203-24 Domestic food, clothing, cotton, 
spun silk yarn for cartridge cloth, or 
wool. 

1007 3203-25 Renegotiation. 

1007 3204 Clauses to be used when appli¬ 
cable. 

1007 3204-1 Increase or decrease. 

10073204-2 Estimated requirements. 

1007.3204- 3 Approval of contract, 

1007 3204-4 Examination of records. 

1007.3204- 6 Alteration in contract. 

10073205 Additional clauses. 

10073205-1 Federal. State, and local taxes. 
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RULES AND REGULATIONS 


Subpart CO—Clov»«i for laundry or Dry 
Ceoning Contract* 

Sec. 

1007.3303 Required clauses. 

1007*303-1 Definitions. 

1007*303-2 Inspection. 

1007*303-3 Assignment of claims. 
1007*303-4 Default. 

1007*303-5 Disputes. 

1007 3303 -6 Convict labor. 

1007*303 7 Eight-hour law of 1012. 
1007*303-8 Nondiscrimination In employ¬ 
ment. 

1007.3303- 0 Officials not to benefit. 

1007 3303-10 Covenant against contingent 
fees. 

1007 3303-11 Termination for the conveni¬ 
ence of the Oovemment. 

1007.3303- 12 Notice to the Government of 
labor disputes. 

1007*303-14 annuities. 

1007*303-13 Utilization of small business 
concerns. ' 

1007.3303- 1C Government-furnished prop¬ 

erty. 

1007*303-17 Count of articles. 

1007*303-18 Lon or damage. 

1007*303-19 Estimated requirements. 
1007*303-20 Warranty. 

1007.3303- 21 Subcontracts for work or serv¬ 
ices. 

1007.3303- 22 Invoicing and payment. 
1007*303-23 Records of Government-owned 

property. 

1007*303-24 Storage and handling. 

1007*304 Clauses to be used when ap¬ 
plicable. 

1007*304-1 Examination of reoorda. 
1007*304-2 Approval of contract. 

1007*304 3 Alterations In contract. 
1007*304-4 Superseding specifications. 

Subport HH—Clauici for Dairy Product* Contracts 

1007 3403 Required clauses. 

1007*403-1 Definitions. 

1007*403-2 Inspection. 

1007.3403- 3 Responsibility for supplies. 

1007.3403- 4 Payments. 

1007*403-5 Assignment of claims. 

1007 3403-8 Default. 

1007*403-7 Disputes. 

1007*403-8 Notice nnd assistance regarding 
patent infringement. 

1007 3403-0 Buy American Act. 

1007*403-10 Convict labor. 

1007.3403- 11 Eight-hour law of 1012. 

1007 3403-13 Wolsh-llealey Public Contracts 
Act. 

1007*403-13 Nondiscrimination In employ¬ 
ment. 

1007*403-14 Officials not to benefit. 

1007.3403- 15 Covenant against contingent 
fees. 

1007*403-18 Termination for convenience of 
the Oovemment. 

1007*403-18 Utilization of small business 
concerns. 

1007*403-10 Gratuities. 

1007.3403- 20 Vehicles or conveyances. 
1007*403-21 Federal Food. Drug, and Cos¬ 
metic Act. 

1007*403-22 Sanitary Inspection. 

1007 3403-23 Certificate of compliance with 
the A, A. A. 

1007.3403- 24 Domestic food, clothing, cotton, 
spun silk yarn for cartridge cloth, or 
wooL 

1007.3403- 25 Renegotiation. 

1007*404 Clauses to be used when appli¬ 
cable. 

1007*404-1 Increase or decrease. 

1007.3404- 2 Estimated requirements. 
1007.3104-3 Milk bottles. 

1007*104-4 Approval of contract. 

1007 3404-5 Alterations In contract. 
10073404-7 Examination of records. 
1007*405 Additional clauses. 

1007*405-1 Laboratory analysis. 

1007.3405- 2 Federal. State, and local taxes. 


Subperl II—Clowns for Pocking end Crating 
Contract* 

Sec. 

1007.3503 Required clauses. 

1007*503-1 Definitions. 

1007.3503- 2 Inspection. —^ 

1007*503-3 Responsibility for supplies. 

1007.3503- 4 Payments. 

1007*503-5 Assignment of claims. 
10073503-8 Default. 

1007.3503- 7 Disputes. 

1007*503-8 Notice and assistance regarding 
patent infringement. 

1007.3503- 0 Buy American Act. 

1007*503-10 Convict labor. 

1007.3503- 11 Eight-hour law of 1012. 
10073503-12 Widsh-Hculey Public Contracts 

Act, 

1007*503-13 Nondiscrimination tn employ¬ 
ment. 

1007*503-14 Officials not to benefit. 

1007.3503- 16 Covenant against contingent 
fees. 

1007 *503-16 Termination for convenience of 
the Government 

1007*503-18 Utilization of small business 
concerns. 

1007.3503- 10 Gratuities. 

1007.3503- 20 Equipment. 

1007.3503- 21 Weighing and marking. 

1007 3503-22 Contractor’s liabilities. 
1007*503-23 Rcnegotatlon. 

1007*503-24 Government property. 

1007*504 Clauses to be used when appli¬ 
cable. 

1007*504-1 Increase or decrease. 

1007.3504- 2 Estimated requirements. 

1007.3504- 3 Priorities, allocations and al¬ 
lotments. 

1007*504-4 Alterations In contract. 

1007.3504- 5 Alterations In contract. 
1007*504-8 Examination of records. 

Subpart JJ —Cfautet, Spsdol Provident, ond 
Specification* for Contract* for Coro of 
Itomoins 

1007 3603 Schedule. 

1007*804 General provisions. 

1007*804-1 Definitions. 

1007.3604- 2 Changes. 

1007*804-3 Inspection. 

1007*604-4 Payments. 

1007*804-5 Assignment of claims. 

1007.3804-8 Federal, State, and local taxes. 

1007*804-7 Termination for convenience of 

the Government. 

1007.3604- 8 Default, 

1007 3604-9 Disputes, 

1007*604-10 Estimated requirements. 
1007*604-11 Buy American Act. 

1007.3604- 12 Convict labor. 

1007*804-13 Eight-hour law of 1912. 
1007*604-14 Walsh-Healey Public Contracts 

Act. 

1007*804-16 Nondiscrimination in employ¬ 
ment 

1007 3604-16 Officials not to benefit. 
1007*604-17 Covenants against contingent 

f C CS . 

1007.3604- 18 Subcontracts. 

1007*604-10 Renegotiation. 

1007*804-20 Gratuities. 

1007*604-21 Transportation. 

1007 3804-22 Inconsistent provisions. 

1007*604-23 Advertising prohibited. 

1007*604 24 Professional requirements. 

1007 3604-25 Facility requirements. 
1007*604-26 Coordination. 

1007*604 27 Time of delivery. 

1007 3804-28 Preparation of remains at other 
than contractor’s establishment. 

1007.3604 29 Oversized casket. 

1007*604-30 Group Interment. 

1007 3604-31 Preparation history. 

1007 3604-32 Major restorative art. 

1007.3605 Clauses to be used when appli¬ 
cable. 

1007.3605- 1 Approval of con tract. 

1007*605-2 Government-furnished prop¬ 
erty. 


See. 

1007.3605-3 Priorities, allocations and allot* 
xnents. 

1007 3808 Specifications. 

1007 3006-1 Reprocessing remains at zone of 
Interior, 

Subport KK—Clavm ond Arrangement* for 
Negotiated Utility Service Contracts 

1007*703 Required clauses and arrange. 

ments; contracts for 42,400 or less. 
1007*703-1 Cover page. 

1007 3703 2 Payments. 

1007*703-3 Contractor’s facilities. 
1007*703-4 Changes of rate schedules and 
rates. 

1007.3703- 5 Officials not to benefit. 

1007.3703- 8 Covenant against contliuru: 
fees. 

1007*703-7 Assignment of claims. 
1007*703-8 Convict lsbor. 

1007*703-9 Nondiscrimination in employ¬ 
ment, 

1007.3703- 10 Disputes. 

1007*703-11 Definition*. 

1007*703-12 Gratuities. 

1007.3704 Clauses to be used when spoil- 
cable. 

1007*704-1 Alterations tn contract. 

1007 3705 Additional clauses. 

1007*705-1 General. 

1007*706 Required clauses and arrange* 
menu: contracts for more than *2.400. 
1007 3706-1 Cover page. 

1007.3706- 2 Definitions. 

1007*708-3 Public regulation. 

1007*708-4 Access. 

1007*706-5 Payment. 

1007*706-6 Liability of contractor. 

1007.3706- 7 Assignment of claims. 
1007*708-8 Disputes. 

1007*708-9 Termination. 

1007*706-10 Convict labor. 

1007.3708- 11 Nondiscrimination In emp:oy* 
ment. 

1007*708-12 Officials not to benefit. 
1007*706-13 Covenant against continent 
fees. 

1007.3706- 14 Gratuities. 

1007*706-15 Conflict*. 

1007*706-16 Signature page. 

1007*707 Clauses to be used when appli¬ 
cable: contracts for moro than 92.400. 
1007*707-1 Examination of records. 

1007.3707- 2 Multiple service location. 
1007*707-3 Approval of contract. 
1007*707-4 Priorities, allocations and allot¬ 
ments. 

1007*707-5 Alterations In contract. 
1007.3708 Additional clauses. 

1007*708-1 General. 

1007*709 Description of aervlces. 
1007*709-1 Technical provisions. 
1007*709-2 Connection charge. 

1007.3709- 3 Specifications. 

Subport LI—Boiic Agreement Provhioni 
1007*803 Required provisions. 

1007*803-1 Covering agreement. 

1007 3803-2 Index page. 

1007*803-3 Section A—General provisions. 
1007*803-4 Section B — Special provKons. 
1007*803-5 Section C — Letter contract pro* 
vlilons. 

1007 3803-8 Section C — Letter contract pro* 
visions. 

1007*803-7 Section D—Research and 
vclopment contract provisions. 

Subpart NN—-Special Clauses 

1007.4003 Use of special clauses. 

1007.4004 Shipments. 

1007.4005 Delivery af spare parts schedule. 
1007 4008 Delivery of aircraft. 

1007.4007 Transportation charges. 

1007.4008 Accelerated delivery. 

1007.4009 Furnishing of materials or sup* 
plies by the Government at its opUo*- 
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1007 4010 Oovcrnraent-furnished property 
to be returned in kind. 

1007.4011 Recapture clause for equipment 
rental contract*. 

1007.4012 Rental of go* cylinder*. 

1007401S Quality control specification. 

1007.4014 Certificate acceptance. 

10074015 Additional inspection require¬ 
ment*. 

1007 4016 Inspection requirement* for ex¬ 
perimental aircraft. 

1007.4017 Sanitary inspection. 

1007.4018 Vehicle* or conveyance* 

1007 4010 Federal Food, Drug, and Cosmetic 


Aek 

1007 40if0 First article approval. 

1007 4021 Production sample tout. 

1007 4022 Plight risk. 

1*307 4023 Inspection and audit. 

1007 4024 Superseding ■peclftcation*. 
10074025 Change*. 

1007 4026 Option for increased quantity. 
1007.4027 Increase or decrease. 

1007 4028 Estimated requirement*. 

10074029 Guaranty clause lor fixed-price 

contracts. 

1007 4030 Subcontracts. 

1007 4031 Overtime and premium wage com¬ 
pensation. 

1007 4032 Reproduction lights. 

1007 4033 Contractual content*. 

1007.4034 Discount*. 

1007.4035 Prior instrument superseded. 

1007 4036 Delay in delivery of data. 

1007 4037 Inspection. 

1007.4038 Price warranty. 

1007 4039 Open call contract clause. 

1007 4041 Descriptive identification data to 
be furnished by Government supplier*. 
1007 4043 Subcontract*. 

1007 4043 Returnable containers. 

1007 4044 Customury commercial warran¬ 
ties. 


1007 4045 Payment of fixed fee 

1007 4046 Payment* clause for fixed-price- 
type letter contracts. 

1007.4047 Safety and accident prevention. 

1007 4048 Ammunition and explosive ma¬ 
terial safety. 

1007 4049 Warning Labels for hazardous 
chemicals. 

1007 4050 Government bill of lading. 


Svbpott PP—Clout** for Contracts Issued by 
Foreign Procurement Activities 


1007.4203 Special required clause*. 

1007.4203-1 Inconsistency between English 


version and translation of contract. 
10074203-2 Labor relation* and standard* 
1007 4205 Variation* and omission* ol 

clauses. 

1007 4205-1 Definition*. 

1007 4205-2 Change*. 

1007 4205-3 Inspection. 

1007 4205-4 Responsibility for supplies. 

1007 4205-5 Assignment of claim* 

1007 4205-8 Additional bond security. 

1007 4205-7 Federal, State, and local taxes. 
1007 4205-8 Dispute*. 

1007 4205-9 Patent cLausw. 


1007 4205-10 Buy American Act. 

1007,4205-11 Convict labor. 

1007 4205-12 Eight-hour law of 1912. 

1007 4205-13 WuUh-Hcaley Public Contract* 

Act. 


1007 4205-14 Nondiscrimination In employ¬ 
ment. 

1007 4205-15 DavU-Bacon Act. 

1007 4205-16 Copeland Act. 

1007 4205-19 Military security requirements. 
*007 4205-21 Inspection and audit. 

1007 4205-22 Examination of records. 

1007 4205-23 Records. 

1007 4205-24 United States official* not to 
benefit. 

1007 4205-25 Domestic food, clothing, cotton, 
•pun silk yarn for cartridge cloth, or 

wool. 

1007 4205 26 Payment* for Mutual Defense 
Assistance program contract*. 


8ec. 

1007 4205-27 Price change. 

1007.4200 Construction contract*; cover 
sheet. 

1007.4207 Construction contract*; general 
provision*. 

1007 4207-1 Labor relation* and standard*. 

1007.4207- 2 Definitions. 

1007 4207-3 Changes. 

1007 4207-4 Changed condition* 

1007.4207- 5 Inspection. 

1007.4207- 8 Payment* to contractor*. 

1007.4207- 7 Taxes. 

1007.4207- 8 Notice and assistance regarding 
patent infringement. 

1007.4207- 9 Termination for default; 
dam'iges for delay; ttme extension*. 

1007 4207-10 Dispute*. 

1007.4207- 11 United State* officials not to 
benefit. 

1007.4207- 12 Covenant against contingent 
fee*. 

1007.4207- 13 Termination for convenience of 
the United State* Government. 

1007.4207- 14 Notice to the United State* 
Government of labor dispute*. 

1007.4207- 15 Specification* and drawing*. 
1007 4207-16 Material* and workmanship. 

1007.4207- 17 Superintendence by the con¬ 
tractor. 

1007.4207- 18 Permits and responsibility for 
work. etc. 

1007.4209-10 Other contracts. 

1007.4207- 20 Loading and unloading cars. 

1007.4207- 21 Accident prevention. 

1007 4207-22 Delivery. 

1007 4207-23 Oratuttle*. 

1007.4208 Construction contracts: general 
provisions to be used when applicable. 

1007.4208- 1 Inconsistency between English 
version and translation of contract. 

1007 4208-2 Patent Indemnity 

1007.4208 3 Reporting of royalties. 

1007.4208- 4 Examination* of records. 

1007 4208-6 Government-furnished prop¬ 

erty, 

1007.4208- 6 Approval of subcontract*. 

1007 4209 Construction contracts; addi¬ 

tional general provision*. 

1007.4209- 1 Assignment of claim*. 

1007 4209-2 Additional bond security, 
1007.4210 Construction contracts; special 

provisions. 

Subport OO—Clavtet for Fixed-Price Architec¬ 
ture! Engineering Service Contracts 

1007.4303 Required clauses. 

1007.4303- 1 Definitions. 

1007.4303' 2 Changes. 

10074303-3 Default. 

1007.4303- 4 Disputes. 

1007 4308-5 Termination for the conven¬ 
ience of the Government. 

1007.4303- 6 Officials not to benefit. 

1007.4303- 7 Assignment of claims 

1007.4303- 8 Eight-hour law of 1912. 

1007.4303- 9 Convict labor. 

1007.4303- 10 Nondiscrimination In employ¬ 
ment, 

1007.4303- 11 Covenant against contingent 
fees. 

1007.4303- 12 Renegotiation. 

1007.4303- 13 Gratuities. 

1007.4303- 14 Examination of records. 

1007 4303 *15 Subcontracts 

1007.4303- 16 Special reproduction rights. 

1007.4303- 17 Copyright. 

1007.4303- 18 Buy American Act. 

1007.4303- 19 Release of Information. 

1007.4303- 20 Approval of contract*. 

1007.4304 Clauses to be used when appil- 
cable. 

1007 4304-1 Alteration* in contract*. 

1007.4304- 2 Report*. 

1007.4304- 3 Preparation of specification*. 
1007 4304-4 Military security requirements* 

1007.4305 Oeneral. 

10074306 Required schedule provision*. 
10074306-1 Preliminary recitation {without 
title). 


Sec. 

1007 4306-2 Port I—Statement of service*. 
1007 4306-3 Part II—Consideration and pay¬ 
ment. 

10074306-4 Part III—Period of perform¬ 
ance. 

1007.4306- 5 Part TV — Inspection, delivery 
and acceptance. 

1007.4307 Schedule provision* to be used 
when applicable. 

1007.4307- 1 Transportation reimbursement. 

1007.4307- 2 Option for inspection services. 

Subpart HR—Clou tot for Teacher Contracts 

1007.4403 Required clause*. 

1007.4403- 1 Definition*. 

10074403-2 Assignment of claim*. 

10074403-3 Dispute*. 

1007.4403- 4 Official* not to benefit. 

1007.4403- 5 Covenant again*! contingent 
fee*. 

10074403-6 Termination for convenience of 
the Government. 

10074403-7 Subcontract*. 

10074403-8 Change In rate of pay. 

10074404 Clause* to be used when appli¬ 
cable. 

1007 4404-1 Alteration* In contract. 

10074405 Required schedule clauses for con¬ 
tract* with full-time teacher*. 

10074405-1 Part I—Statement of service*. 

1007.4405- 2 Part II—Period of performance. 
10074405-3 Part III—Leave of absence. 
10074405-4 Part IV — Consideration and 

payment. 

1007.4405- 5 Port V —Qualification*. 

1007.4405- 6 Part VI—Renewal. 

10074408 Required schedule clauses for 
contract* with substitute teachers. 
10074406-1 Part I—Statement of services. 
10074406-2 Part II—Period of performance. 

1007.4406- 3 Part III —Consideration and 
payment. 

10074406-4 Part IV—Qualifications. 

1007.4407 Required schedule clauses for con¬ 
tracts with principal*. 

1007 4407-1 Part I—Statement of service*. 
10074407-2 Part II—Period of performance. 
10074407-3 Part 111—Leave of absence. 

1007.4407- 4 Part IV — Consideration and 
payment. 

10074407-5 Part V—Qualification*. 
10074407-6 Part VI—Renewal. 

Authority: It 1007.103 to 10074407-6 is¬ 
sued under aec. 8012. 70A Stat. 488; 10 U. S. O. 
8012. Interpret or apply aec*. 2301-2314. 70A 
Stat. 127-133: 10 U. 8. C. 2301-2314. 

SUBPART A—CLAUSES FOR BILATERAL FIXED- 
PRICE SUPPLY CONTRACTS 

I 1007.103 Required clauses. The fol¬ 
lowing clauses will be inserted in all bi¬ 
lateral fixed-price supply contracts. 
“General Provisions (Supply Contract), 04 
will be used instead of printing and re¬ 
producing the clauses contained therein. 
Any directed or authorized changes will 
be set forth in the Alterations In Con¬ 
tract clause. 

I 1007.103-1 Definitions. Sec f 7.103- 
1 of this title. 

§ 1007.103-2 Changes and disposition 
of inventory resulting from changes . If 
considered desirable by the contracting 
officer, the period of 30 days within which 
any claim for adjustment must be as¬ 
serted may be increased to 60 days. 

* 1007.103-3 Extras. See 5 7.103-3 of 
this title. 

I 1007.103-4 Variation in quantity . 
See 5 7.103-4 of this title and $ 1053.406-4 
of this chapter. 

I 1007.103-5 Inspection. See I 7.103-5 
of this title. 
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I 1007.103-6 Responsibility for sup* 
plies . f 7.103-6 of this title. 

5 1007.103-7 Payments. ft 7.103-7 o t 
this title. 

I 1007.103-8 Assignment of claims. 
The last sentence of paragraph (a) of the 
Assignment of Claims clause Is generally 
referred to os the ‘ no setoff** provision. 
In special circumstances, where a con¬ 
tractor Is indebted to the Government 
and another Government agency has so 
requested, or an authorized AF office so 
directs, the "no setoff** provision will be 
omitted from negotiated contracts. 

5 1007.103-9 Additional bond security . 
See $ 7.103-aof this title. 

8 1007.103-10 Federal. State, and lo¬ 
cal taxes. See 8 11.401 of this Utle and 
8 1011.401 of this chapter. 

8 1007.103-11 Default . Sec 8 7.103- 

11 of this title. 

8 1007.103-12 Disputes . See 8 7.103- 

12 of this title. 

8 1007.103-13 Renegotiation. Sec 8 7.- 
103-13 of this title. 

8 1007.103-14 Buy American Act. See 
8 7.103-14 of this Utle. 

8 1007.103-16 Eight-hour law of 1912. 
See 5 12.303 of this title. 

8 1007.103-17 Walsh-Healey Public 
Contracts Act. Sec 8 12.604 of this Utle. 

8 1007.103-18 Nondiscrimination in 
employment. See 8 12.802 of this tlUe. 

8 1007.103-19 Officials not to benefit. 
See 5 7.103-19 of this tiUe. 

5 1007.103-20 Covenant against con¬ 
tingent fees. See 8 7.103-20 of this Utle. 

8 1007.103-21 Termination for con¬ 
venience of the Government. Sec 8 8.701 
of this tiUe. 

8 1007.103-22 Authorization and con¬ 
sent. Insert the clause set forth in 
8 9 102-1 of this title, except if the con¬ 
tract calls for both supplies and experi¬ 
mental, developmental, or research work 
the clause set forth in f 9.102-2 of this 
Utle may be Inserted in lieu of the clause 
set forth in f 9.102-1 of this Utle. 

8 1007.103-23 Notice and assistance 
regarding patent infringement. 

I 1007.103-50 Subcontracts. Insert 
the clause set forth in 8 1007.4030 <a). 

8 1007.104 Clauses to be used when 
applicable. 

8 1007.104-1 Davis-Bacon Act. See 
8 12.403 of this title and 8 1012.403 of 
this chapter. 

ft 1007.104-2 Copeland Act. See 
8 12.403 of this Utle and 8 1012.403 of 
this chapter. 

8 1007.104-5 Patent indemnity. See 
8 7.104-5 of this Utle. 

8 1007.104-6 Filing of patent applica¬ 
tions. See 8 7.104-6 of this Utle. 

8 1007.104-7 Patent rights. See 
5 7.104-7 of this Utle. 

8 1007.104-8 Reporting of royalties. 
See 8 7.104-8 of this Utle. 


RULES AND REGULATIONS 


§ 1007.104-9 Copyright. See 8 7.104-9 
of this tiUe. 

8 1007.104-10 Aircraft in the open. 
See 8 7.104-10 of this title. 

8 1007.104-11 Vinson-Trammell Act. 
See 8 7.104-11 of this Utle. 

8 1007.104-12 Military security re¬ 
quirements. See 8 7.104-12 of this Utle. 

8 1007.104-13 Domestic food. cloth¬ 
ing. cotton. spun silk yarn for cartridge 
cloth, or wooL Sec 8 7.104-13 of this 
tiUe. 

8 1007.104-14 Utilization of small busi¬ 
ness concerns. See ft 7.104-14 of this 
tiUe. 

8 1007.104-15 Examination of records. 
Add to the clause set forth in 8 7.104-15 
of this Utle the following paragraph (e): 

<c) The provisions of paragraphs (a) and 
<b) above are In addition to any other pro¬ 
visions of this contract relating to access to, 
retention of or Inspection of record*. 

8 1007.104-16 Gratuities. See 8 7.104- 
16 of this Utle. 

8 1007.104-17 Convict Labor. See 
8 12.293 of this UUe. 

8 1007.104-18 Priorities, allocations 
and allotments. See 8 7.104-18 of this 
Utle. 

8 1007.104-50 Shipments. According 
to the requirements of 8 1007.4004 insert 
the clause set forth in that section. 

8 1007.104-51 Delay in delivery of data. 
According to the requirements of 81007.- 
4036, insert the clause set forth in that 
section. 

8 1007.104-52 Superseding specifica¬ 
tions. According to the requirements of 
8 1007.4024, insert the clause set forth in 
that section. 

8 1007.104-53 Quality control speci¬ 
fication . According to the requirements 
of 8 1007.4013. insert the clause set forth 
in that secUon. 

8 1007.104-54 Government-furnished 
property. According to the requirements 
of 8 13.502 of this Utle, insert the clause 
set forth in 8 13.502 of this Utle. 

8 1007.104-55 Overtime and premium 
wage compensation. According to the 
requirements of 8 1007.4031, insert the 
clause set forth In paragraph (a) thereof 
as a suitably designated paragraph of 
any price rcdetermlnaUon clause. 

8 1007.104-56 Discounts. According 
to the requirements of f 1007.4034, insert 
the clause set forth in that section. 

8 1007.104-57 Special tooling . See 
8 13.504 of this Utle and 8 1013.504 of this 
chapter. 

8 1007.104-58 Inspection and audit. 
According to the requirements of 
8 1007.4023, insert the clause set forth in 
that secUon. 

8 1007.104-59 Reproduction and use of 
technical data. If the contractor is re¬ 
quired to furnish technical data under 
the contract, such as reports, drawings, 
blueprints, or data, insert Uic clause set 
forth in 3 9.112 of this Utle. 


8 1007.105 Additional clauses. The fol¬ 
lowing clauses may be used when desir¬ 
able or necessary to cover the subject 
matter contained in such clauses. 

8 1007.105-1 Alterations tn contract , 
This clause will only he used for the pur- 
pose of describing additions, deletion?. or 
changes, and will not be used to set forth 
additional clauses. 

8 1007.105-2 Approval of contract . 
Whenever the contract requires manual 
approval, other than by the contracnnx 
officer, prior to becoming effective, insert 
the clause set forth in 8 7.105-2 of this 
tiUe supplying the word "Secretary * in 
Uie blank space In that clause. 

8 1007.105-3 Notice to the Govern¬ 
ment of labor disputes. See ft 7.105-3 of 
this UUe. 

8 1007.105-4 Notice of shipments. 
This clause will not be used if the Ship¬ 
ments clause set forth in 8 1007.4004 is 
used. 

8 1007.105-5 Liquidated damages. Set 
8 7.105-5 of this Utle. 

8 1007.105-6 Bill of materials. Set 
8 7.105-6 of this Utle. 

8 1007.105-7 Materiel inspection and 
receiving report. Pending revision of 
Chapter I of this Utle. use of Uie follow¬ 
ing clause is authorized: 

Mvrrmux Inspxctton and Rrcrivnva RrroiT 

At the time of each delivery under this 
contract, the Contractor shall prepare and 
furnish to the Government. In the maimer 
and to the extent required by the Oontr.-ict- 
ing Officer, a Materiel Inspection and Receiv¬ 
ing Report (DD Form 250 or comptir.Ut)* 
form). The Government thaU furnish the 
required forms to the Contractor upon re¬ 
quest. 

8 1007.105-50 Furnishing of materials 
or supplies by the Government at Us 
option. According to the provision ■ of 
8 1007.4009. the clause in that section 
may be inserted. 

3 1007.105-51 Additional inspection 
requirements. According to the instruc- 
Uons of 8 1007.4015, the clause in that 
section may be inserted. 

8 1007.105-52 Certificate acceptance 
According to hte InstrucUom of 8 1007. 
4014, the clause in that secUon may be 
inserted. 

6 1007.105-53 General. Any other 
clauses authorized by chapter I of thrs 
tiUe or thts chapter, according to instruc¬ 
tions for use, may be used when neces¬ 
sary or desirable to cover the subject 
matter contained in such clauses. 

8 1007.106 Price escalation clauses 
(established prices). See 8 7.106 of this 
title. 

8 1007.106-1 Escalation clause for 
basic steel. aluminum, brass, bronze, or 
copper mill products. See 8 7.106-1 of 
this UUe. 

8 1007.106-2 Escalation clause for non¬ 
standard steel items. Bee 8 7J06-2 of 
this UUe. 

81007.106-3 Escalation clause for 
standard supplies. Sec ft 7.106-3 of thtf 
title. 
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g 1007.106-4 Escalation clause for 
$emi.standard supplies. Sec § 7.106-4 of 

this title. 

SUBFAIT B—CLAUSES FOR COST-REIMBURSE¬ 
MENT SUPPLY CONTRACTS 

J 1007.200 Scope of subpart. This 
subpart Acts forth clauses for use In cost* 
i euiiburscraent supply contracts. 

5 1007 202 Applicability. See 8 7.202 

of tills title. ^ 

} 1007.203 Required clauses. The fol¬ 
lowing clauses will be inserted In all cost- 
reimbursement supply contracts. DD 
Form 748, ‘ General Provisions (Depart¬ 
ment of Defense Cost-Reimbursement 
Supply Contract*." will be used as pre¬ 
scribed in 8 16.204 of this title Instead 
of printing or reproducing the clauses 
contained therein. Any directed or au¬ 
thorized changes in DD Form 748 will be 
set forth tn the Alterations in Contract 
clause. Clauses used In any contract tn 
addition to those contained In DD Form 
748 will be entitled “Additional General 
Provisions" and numbered consecutively 
starting with No. 32. 

8 1007 203-1 Definitions . See 8 7.203-1 

of this title. 

8 1007.203-2 Changes. If considered 
desirable by the contracting officer, the 
period of 30 days within which any claim 
for adjustment must be asserted may be 
increased to GO days. 

5 1007.203-3 Limitation of cost. See 
i 7 203-3 of this title. 

8 1007.203-4 Allowable cost, fixed fee 
and payment. According to the require¬ 
ments of f 1007.4031, insert the clause 
set forth in paragraph (b> thereof and 
designate it paragraph " (i) " of the ASPR 
clause. 

8 1007.203-5 Inspection of supplies 
end correction of defects . See 5 7.203-5 

of this title. 

8 1007.203-8 Assignment of claims. 
See? 1007.103-8. 

3 1007.203-7 Records. See § 7.203-7 

of this title. 

8 1007.203-8 Subcontracts. Accord¬ 
ing to the instructions of 8 1007.105-1, 
insert the following paragraph: 

Ctuuse 8, Subcontracts, U amended by the 
addition of the following paragraph (f): 

<i) The contracting officer may approve 
•11 or nny part of the contractor's purchasing 
•y«trm and from time to tlmo rescind or re- 
la»tMe such approval. Such Approval shall 
or fWraed to fulfil! the requirements for 
obtaining the contracting officer's consent to 
subcontracts u prescribed in paragraph (b) 
of this section. 

I 1007.203-0 Utilization of small busi¬ 
ness concerns . See 8 7.203-9 of this title. 

8 1007.203-10 Termination. See 

1 8 702 of this title. 

1 1007 203-11 Excusable delays. See 

17.203- 11 of this title. 

? 1007.203-12 Disputes. See 8 7.203- 

12 of this title. 

1 1007.203-13 Renegotiation. See 

17.203- 13 of this title. 

8 1007.203-14 Buy American Act. See 
« 7 203-14 of this title. 
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5 1007.203-15 Convict tabor. See 
9 12.203 of this title. 

8 1007.203-16 Eight-hour law of I91Z. 
See f 12.303 of this title. 

f 1007.203-17 Walsh-Healey public 
contracts act. See 5 12.604 of this title. 

9 1007.203-18 Nondiscrimination in 
employment. See 8 12.804 of this title. 

8 1007.203-19 Officials not to benefit. 
See 8 7.203-19 of this title. 

8 1007.203-20 Covenant against con¬ 
tingent fees. See 8 7.203-20 of this title. 

8 1007.203-21 Government property . 
See 5 13.503 of this title. 

8 1007.203-22 Insurance: Liability to 
third persons. See 5 7.203-22 of this title. 

5 1007.203-23 Authorization and con¬ 
sent . Insert the clause set forth In 
8 9.102-1 of this title, except that if the 
contract calls for both supplies and ex¬ 
perimental, developmental, or research 
work the clause set forth In 9 9 102-2 
of this title may be inserted in lieu of 
the clause set forth in 8 9.102-1 of this 
title. 

5 1007.203-24 Notice and assistance 
regarding patent infringement. See 
8 7.203-24 of this title. 

5 1007.203-50 Alterations in contract. 
Insert the clause set forth In 8 7.105-1 
of this title in the schedule 

8 1007.204 Clauses to be used when 
applicable. Any of the following clauses 
included in DD Form 748 which are in¬ 
applicable to a contract may be deleted 
according to 5 1007.105-1. 

8 1007.204-1 Davis-Bacon Act. See 

8 12.403 of this title. 

5 1007.204-2 Copeland Act. See 

8 12.403 of this title. 

8 1007.204-5 Patent indemnity. See 

5 7.204-5 of this title. 

5 1007.204-6 Filing of patent applica¬ 
tion. See 8 7.204-6 of this title. 

5 1007 204-7 Patent rights. See 

8 7,204-7 of this title. 

8 1007.204-8 Reporting of royalties. 
Sec} 7.204-8 of this title. 

5 1007.204-9 Copyright. Sec 8 7.204-9 
of this title. 

8 1007.204-11 Vinson-Trammcll Act. 
Sec 5 7.204-11 of this title. 

5 1007.204-12 Military security re¬ 
quirements. See 8 7.204-12 of this title. 

5 1007.204-13 Domestic food, clothing, 
cotton . spun yarn for Cartridge cloth . or 
wool. See 8 7.204-13 of this title. 

8 1007.204-14 Gratuities. 8ee 8 7.204- 
14 of this title. 

8 1007.204-15 Priorities, allocations 
and allotments. See 8 7.204-15 of this 
title. 

8 1007.204-16 Negotiated overhead 
rates. See 8 7.204-16 of this title. 

8 1007.204-50 Shipments. According 
to the requirements of 8 1007.4004. insert 
the clause set forth in that section. 

8 1007.204-51 Delay in delivery of 
data , According to the requirements of 
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8 1007.4036. Insert the clause set forth In 
that section. 

f 1007.204-52 Superseding specifica¬ 
tions. According to the requirements of 
5 1007.4024. insert the clause set forth In 
that section. 

i 1007.204-53 Quality control specifi¬ 
cation. According to the requirements of 

9 1007.4013, Insert the clause set forth In 
that section. 

§ 1007.204-54 Reproduction arid use of 
technical data. If the contractor is re¬ 
quired to furnish technical data under 
the contract, such as reports, drawings, 
blueprints,'or data, insert the clause set 
forth in 8 9.112 of this title. 

5 1007.205 Additional clauses. The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses. Any 
of the following clauses included in DD 
Form 748 which are inapplicable to a 
contract may be deleted according to 
9 1007.105-1. 

8 1007.205-1 Alterations In contract. 
This clause is covered in 8 1007.203-50. 

5 1007.205-2 Approval of contract. 
Insert the clause set forth In 8 7.105-2 of 
this title wheuever the contract requires 
manual approval, other than by the con¬ 
tracting officer, before becoming effec¬ 
tive. 

I 1007.205-3 Notice to the Govern¬ 
ment of labor disputes. Sec 8 7.205-3 of 
this title. 

8 1007.205-4 Bill of materials. See 
I 7.205-4 of this title. 

9 1007-205-6 Materiel Inspection and 
receiving report. Pending revision of 
Chapter I of this title, the clause set 
forth In § 1007.105-7 may be used. 

$ 1007.205-50 Certificate acceptance . 
According to the instructions of 
8 1007.4014. the clause set forth in that 
section may be inserted. 

9 1007.205-51 General. Any other 
clauses authorized by Chapter I of this 
title or this chapter, according to In¬ 
structions for use. may be used when 
necessary or desirable to cover the sub¬ 
ject matter contained In such clauses. 

SUBPART C—CLAUSES FOR FIXED-PRICE RE¬ 
SEARCH AND DEVELOPMENT CONTRACTS 

6 1007.300 Scope of subpart. This 
subpart sets forth clauses for use in 
flxed-price-type research and develop¬ 
ment contracts. 

8 1007.302 Definitions. As used 
throughout this subpart, the term "fixed- 
price research and development con¬ 
tract" means any definitive contract 
entered into on a fixed-price basis with 
or without provision for redetermination 
of price, for experimental, develop¬ 
mental. or research work. 

8 1007.303 Required clauses. The fol¬ 
lowing clauses will be Inserted in all 
fixed-price research and development 
contracts: 

6 1007.303-1 Definitions . Insert the 
clause set forth Tn 8 7.103-1 of this title, 
and add the following paragraph <d>; 
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(d) The term "contract work" means all 
work to be performed under this contra 
eluding any studies covering fundamental, 
theoretical, or experimental investigations: 
any extension of the Investigative findings 
and theories of a scientific or technical na¬ 
ture into practical application; any tangible 
Items, hereinafter referred to as *'supplies/' 
furnished to the Government: and any re¬ 
ports. data, computations, plans, drawings, 
and specifications with respect to any of the 
foregoing. 

f 1007,303-2 Changes. Insert the 
clause set forth in 9 1007.4025. 

S 1007.303-3 Extras. Insert the clause 
set forth in I 7.103-3 of this title. 

9 1007.303-4 Inspection. Insert the 
clause set forth in § 1007.4037. 

9 1007.303-5 Quality control specifica- 
tion. Insert the clause set forth in 
S 1007.4013. 

9 1007,303-6 Responsibility for con¬ 
tract work. 

Rotonststlitt ros Contract Work 

Except rs otherwise provided In this con¬ 
tract. (I) the contractor shall be responsible 
for the contract work until It Is delivered 
at the designated delivery point, regardless 
of the point of Inspection; and (11) the con¬ 
tractor shall bear all risks os to rejected 
contract work after notice of rejection. 

4 1007.303-7 Payments . 

PATXWfT 

The contractor shall be paid, upon the 
submission of properly certified Invoices or 
vouchers, the prices stipulated herein for 
contract work delivered and accepted, less 
deduction. If any. as herein provided. Unless 
otherwise specified, payment will be made 
on partial, deliveries accepted by the Gov¬ 
ernment when the amount due on such de¬ 
liveries so warrants: or when requested by 
tho contractor, payment for accepted partial 
deliveries shall be mode whenever fuel) pay¬ 
ment would equal or exceed either $1,000 or 
50 percent of the total amount of this con¬ 
tract. 

f 1007.303-8 Assignment of claims. 
Insert the clausrset forth in 9 7,103-8 of 
this title, but see 5 1007.103-8. 

9 1007.303-9 Federal. State , and local 
taxes. Insert the clause set forth in 
9 11.401 of this title. 

4 1007.303-10 Default. 

Default 

(a) The Government may. subject to the 
provisions of paragraph (b) below, by written 
Notice of Default to the contractor, terminate 
the whole or any part of this contract in any 
one of the following circumstances: 

(I) Xf the contractor falls to make delivery 
of. or to perform, the contract work within 
the time specified herein or any extension 
thereof; or 

(II) If the contractor falls to perform any 
of the other provisions of this contract, or so 
falls to make progress as to endanger per¬ 
formance of this contract In accordance with 
its terms, and In either of these two circum¬ 
stances does not cure such failure within a 
period of ten (10) days (or such longer period 
as the contracting nmeer may authorise In 
writing i after receipt of notice from the 
contracting officer specifying such failure. 

(b) The contractor shall not be liable for 
any excess coats If any failure to perform the 
contract arises out of causes beyond the con¬ 
trol and without the fault or negligence of 
the contractor. Such causes Include, but are 
not restricted to. acts of God or of the public 


enemy, acts of the Government, fires, floods, 
epidemics, quarantine restrictions, strikes, 
freight embargoes, unusually severe weather, 
and defaults or subcontractors due to any of 
such causes unless the contracting officer 
shall determine that the contract work to be 
furnished by the subcontractor was obtain¬ 
able from other sources in sufficient time to 
permit the contractor to meet the required 
delivery schedule. 

(c) In the event the Government termi¬ 
nates this contract In whole or In port as pro¬ 
vided In paragraph (a) of this clause, the 
Government may procure, upon such terms 
and in such manner as the contracting offi¬ 
cer may deem appropriate, contract work 
similar to that so terminated and the con¬ 
tractor shall be liable to the Government for 
any excess costs for such similar contract 
work: Prodded, That the contractor shall 
contihue the performance of this contract to 
the extent not terminated under the pro¬ 
visions of this clause. 

(d) IX this contract Is terminated as pro¬ 
vided in paragraph (a) of this clause, the 
Government, In addition to any other rights 
provided In this clause, may require contrac¬ 
tor to transfer title and deliver to the Gov¬ 
ernment. In the manner and to tho extent di¬ 
rected by the contracting officer. (I) any 
completed contract work, and (11) such par¬ 
tially completed contract work and materials, 
parts, tools, dies. Jigs, fixtures, plans, draw¬ 
ings. Information, and contract rights (here¬ 
inafter called "manufacturing materials") as 
the contractor has specifically produced or 
specifically acquired for the performance of 
such part of this contract os has been tor¬ 
mina ted: and the contractor shall, upon di¬ 
rection of the contracting officer, protect and 
preserve property In possession of the con¬ 
tractor in which the Government has an in¬ 
terest. The Government shall pay to the 
contractor the contract price for completed 
contract work delivered to and accepted by 
the Government, and tho amount agreed 
upon by the contractor and the contracting 
officer for manufacturing materials delivered 
to and accepted by the Government and for 
the protection and preservation of property. 
Failure to agree shall be a dispute concerning 
a question of fact within the meaning of the 
clause of this contract entitled "Disputes". 

(e) If. after notice of termination of this 
contract under the provisions of paragraph 
(a) ol this clause, it is determined that the 
failure to perform this contract Is due to 
causes beyond the oontrol and without the 
fault or negligence of the contractor pursu¬ 
ant to the provisions of paragraph (b) of 
this clause, such Notice of Default shall be 
deemed to have been issued pursuant to the 
clause of this contract entitled 'Termination 
for Convenience of the OoTcrnment." and the 
rights and obligations of the partlea hereto 
shall in such event bo governed by such 
clause. 

(f) If the Contractor becomes unable to 
complete the contract work and make delivery 
at the time specified In the Schedule because 
of technical difficulties, notwithstanding the 
exercise of good faith and diligent efforts In 
the performance of the work called for here¬ 
under. It may give the Contracting Officer 
written notice of the anticipated default with 
reasons therefor. Such notice and reasons 
shall be delivered not lew than forty-five 
(45) days before the completion date speci¬ 
fied In the Schedule or within such time as 
the Contracting Officer deems sufficient. If 
such notice is duly given, then to the extent 
the interest of the Government makes on 
extension desirable the Contracting Officer 
may. In his discretion, extend the period of 
time specified In the Schedule for such 
period os he deems advisable, and this con¬ 
tract shall then be modified in writing ac¬ 
cordingly. 

(g) The rights and remedies of the Gov¬ 
ernment provided In this clause shall not bo 
exclusive and are In addition to any other 


rights and remedies provided by taw or ur.rtcr 
this contract. 

9 1007.303-11 Disputes. Insert the 
clause set forth in 4 7.103-12 of this title. 

4 1007.303-12 Notice and assistance 
regarding patent infringement . In^rt 
the clause set forth in 4 9.104 of this title, 

4 1007.303-13 Buy American Act. In¬ 
sert the clause set forth in 4 7.103-H of 
this title. 

4 1007.303-14 Convict labor. Insert 
the clause set forth in § 12.203 of this 
title. 

9 1007.303-15 Eight-hour law of 1912. 
Insert the clause set forth in 9 12303-1 
of this title. 

9 1007.303-16 Walsh-Healey Public 
Contracts Act. Insert the clause set 
forth in 4 12.604 of this title. 

5 1007.303-17 Nondiscrimination f* 
employment. Insert the clause set forth 
in 9 12.802 of this title. 

9 1007.303-18 Officials not to benefit. 
Insert the clause set forth In 9 7.103-19 
of this tide. 

9 1007.303-10 Covenant against con¬ 
tingent fees. Insert the clause set forth 
In 9 7.103-20 of this title. 

4 1007.303-20 Termination for con¬ 
venience of the Government . Insert the 
clause set forth in 4 8.701 of this title. 

9 1007.303-21 Subcontracts. . Insert 
the clause set forth in 9 1007.4030 (a). 

I 1007.303-22 Authorization and con¬ 
sent. Insert the clause set forth in 
9 9.102-2 of this title. 

9 1007.303-23 Utilisation of small 
business concerns. Insert the clause set 
forth in 4 7.104-14 of this title. 

9 1007.303-24 Patent rights. Accord¬ 
ing to the requirements of 9 9.107 of this 
title, insert the appropriate clau , ;' n or 
clauses, with additional provisions as pre¬ 
scribed. set forth in that section. 

9 1007.303-25 Reproduction and use 
of technical data. Insert the clause set 
forth in 9 9.112 of this title. 

9 1007.303-26 Renegotiation. Insert 
the clause set forth in 4 7.103-13 of thU 
title. 

I 1007.304 Clauses to be used whit 
applicable. 

I 1007.304-1 Gratuities. According 
to the requirements of 4 7.104-16 of thfr 
title, insert the clause set forth In that 
section. 

9 1007.304-2 Government- furnished 
property. According to the requirements 
of | 13.502 of this title. Insert the clause 
set forth in that section. 

9 1007.304-3 Reporting of royalties. 
According to the requirements of 5 9 110 
of this title, insert the clause set forth 
therein, but see 9 9.110-2 of this title. 

9 1007.304-5 Military security require* 
ments. According to the requires enis 
of 4 7.104-12 of this title, insert the clause 
set forth in that section. 

9 1007.304-6 Delay in delivery of data* 
According to the requirements of 
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1 1007 4036. insert the clause sot forth 

in that section, 

5 1007 304-7 Superseding specifica¬ 
tions. According to the requirements of 
5 1007 4024, insert the clause set forth 

in that section. 

I 1007.304-3 Copyright. According to 
the requirements of subpart B. Part 9 
o( this title and subpart B, Part 1009 of 
this chapter, insert the clause set forth In 
5 9.202 or 8 9.204 of this title, or as the 
cose may be. 

5 1007.304-9 Filing of patent appli¬ 
cations . According to the requirements 
of 8 9 106 of this title, insert the clause 
set forth therein, but sec 8 9.103-1 of tills 

title. 

8 1007.304-10 Examination of records. 
According to the requirements of 
8 7.104-15 of this title. Insert the clause 
set forth In that section and add thereto 
the paragraph <c) set forth ?n 
§ 1007.104-15. 

8 1007.304-11 Approval of contract . 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause set forth in 8 7.105-2 of this 
title. 

§ 1007.304-12 Alterations tn contract. 
According to Instructions for use. insert 
the clause set forth in 8 7.105-1 of this 

title. 

{ 1007.304-13 Inspection and audit. 
According to the requirements of 
1 1007.4023. insert the clause set forth 
In that section. 

8 1007.304-14 Priorities , allocations 
end allotments. According to the re¬ 
quirements of 8 1.308-2 of this title, 
insert the clause set forth In 8 7.104-18 of 

this title. 

8 1007.305 Additional clauses . The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses: 

8 1007.305-1 Furnishing of materials 
or supplies by the Government at its 
option. According to the provisions of 
8 1007.4009, the clause in that section 
may be inserted. 

8 1007.305-2 Notice to the Govern¬ 
ment of labor disputes . The clause set 
forth in 6 7.105-3 of this title may be 

inserted. 

$ 1007.305-3 Shipments. It supplies 
are to be delivered to the Government, 
the clause set forth In 8 1007.40C4 may 

be inser ted. 

8 1007.305-4 General. Any other 
clause authorized by Chapter I of this 
title, or this chapter, according to in¬ 
structions for ure. may be used when 
necessary to cover the subject matter 
contained in such clause. 

SUBPART O—CLAUSES FO* COST-REIMBURSE- 
MENT-TYPE RESEARCH AND DEVELOPMENT 
CONTRACTS 

8 1007.400 Scope of subfHirt. This 
subpart sets forth clauses for use In cost- 

II imbursement-type research and devel¬ 
opment contracts. 

No. 43—68-15 
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8 1007.402 Definitions. As used 
throughout this subport the term "cost- 
rcimbursement-type research and devel¬ 
opment contract” means any cost, cost- 
sharing. or cost-plus-a-fixed-fee contract 
(other than a letter contract, notice of 
award, or amendment or modification to 
a contract) which provides for experi¬ 
mental. developmental or research work. 
This subpart Includes both. 

(a) Clauses for use in contracts with 
nonprofit institutions or organizations 
receiving no fee, 

(b) Clauses for use in contracts with 
commercial contractors, or other con¬ 
tractors receiving a fee. 

f 1007.403 Required clauses. The fol¬ 
lowing clauses will be inserted in all 
cost-reimbursement-type research and 
development contracts. 

8 1007.403-1 Definitions. Insert the 
clause set forth in 8 7.103-1 of this title 
and add the paragraph (d> set forth in 
8 1007.303-1. 

8 1007.403-2 Changes. The following 
clause will be inserted In all contracts 
with commercial contractors, or other 
contractors receiving a foe. This clause 
need not be included In contracts with 
nonprofit institutions of organizations 
receiving no fee. 

Changes 

The contracting officer may. at any time 
by a written order, make changes In or addi¬ 
tions to the drawing* and specifications, 
issue additional instructions, require addi¬ 
tional work within the general scope of tho 
contract, or change the place of delivery, 
method of shipment, or the amount of Gov¬ 
ernment-Furnished property. IT any such 
change causes an Increase or decrease in the 
estimated cost of. or the time required tar 
performance of this contract, or otherwise 
affects any other provision of this contract, 
an equitable adjustment shall be made (1) 
in the estimated coat or delivery schedule, 
or both (U) In the amount of any fixed fee 
to be paid to the contractor, and (ill) in 
such other provisions of the contract as 
may be so affected, and the contract shall 
be modified In writing accordingly. Any 
claim by the contractor for adjustment un¬ 
der this clause must be asserted within sixty 
(60) days from the date of receipt by the 
contractor of the notification of change: 
Provided, however. Thai the contracting offi¬ 
cer. if he decides that the facts Justify such 
action, may receive and act upon any such 
claim asserted at any time prior to final pay¬ 
ment under this contract. Failure to agree 
to any adjustment shall be a dispute con¬ 
cerning a question of fact within the mean¬ 
ing of the clause of this contract entitled 
•'Disputes." However, nothing tn this clause 
shall excuse the contractor from proceeding 
with the contract as changed. 

S 1007.403-3 Limitation of cost. In¬ 
sert the clause set forth in 8 7.203-3 of 
this title. 

8 1007.403-4 Allowable cost , fixed fee . 
and payment. Insert the clause set forth 
in i 7.203-4 of this title unless the con¬ 
tract is with a nonprofit institution or or¬ 
ganization receiving no fee, in which case 
insert the following clause: 

Allowable Coot and Payment 

(a) Fbr the performance of this contract, 
the Government shaU pay to the contractor 
the cost thereof determined by the con¬ 
tracting officer to be allowable in accordance 
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with part 3 of section XV of the Armed .Serv¬ 
ice* Procurement Regulation os in effect on 
the date ol this contract and the schedule 
(hereinafter referred to aa “Allowable Cost'*!. 
It being understood and agreed, without 
limiting the generality of the foregoing, the 
following shall be considered as aUowablo 
items of cost hereunder when incurred or 
paid by the contractor and when necessary 
and required and used for the performance 
of the work hereunder: 

(1) Salaries and wages. Expenditure* by 
the contractor for tho salaries and wages nf 
Its personnel and borrowed personnel directly 
engaged In the performance of work here¬ 
under and properly allocable thereto Includ¬ 
ing salaries and wages for vacation and sick 
leave pay of tts personnel pursuant to tho 
established practice of the contractor, plus 
Federal and State social security taxes paid by 
the contractor and properly allocable to such 
salaries and wages: Provided however. That 
the premium portion of overtime wage pay¬ 
ments shall be an allowable Item of coat here¬ 
under only If and to the extent that the 
overtime work for which such payments are 
made shall have been expressly authorised in 
writing by the contracting officer. 

(2) Materials and services. Expenditure* 
by the contractor for such materials, sup¬ 
plies, apparatus, tooling, equipment, and 
other article* (including processing and test¬ 
ing thereof by others and rental of apparatus 
and equipment from others) properly allo¬ 
cable to performance of the work hereunder 
and for the services of other* not reimbursed 
under subparagraph (I). as are necessary for 
performance of its undertakings hereunder. 

(3) Communication and shipping. Ex¬ 
penditures by the contractor necessary for 
performance of JU undertakings hereunder 
for long-distance telephone calls, telegrams, 
cablegrams, radiograms, postage, freight, ex¬ 
press. and drayage. 

(4) Travel. Expenditures by the contrac¬ 
tor for transportation of the persons directly 
engaged in the performance of the work 
hereunder as approved by the Contracting 
Officer, plus, as provided In the Schedule, 
either reasonable actual subsistence ex¬ 
penses or per diem: Provided. That the ex¬ 
pense for transportation hereunder by motor 
vehicle, other than common carrier or rented 
automobile, shall be reimbursed on an actual 
cost basis, or. at the Contractor's option, on 
a mileage basis at a rate not exceeding eight 
(8) oents per mile per vehicle, in lieu of tho 
actual expense* of such transportation. 

(6) Subcontracts. Expenditures by tho 
contractor representing payments to sub¬ 
contractors performing any contract work 
hereunder. 

(8) Government-owned or rented equip - 
ment. Expenditures by the contractor here¬ 
under for protection and maintenance of 
Government-owned or of resiled equipment. 

(7) Rearrangement or relocation. Not¬ 
withstanding paragraph (m) of the clause 
hereof entitled "Government Property,” ex¬ 
penditures by the contractor far rearrange¬ 
ment or relocation of facilities or plant sites 
or for restoring such facilities or plant sites 
to substantially the same condition as prior 
to such rearrangement or relocation: Pro¬ 
vided. however. That in the event the con¬ 
tractor elects to retain the benefit of such 
rearrangement or relocation, the contractor 
shall return to or credit the Government 
with the portion of the reimbursement by 
the Government for its expenditure therefor 
determined by negotiation between the con¬ 
tractor and the contracting officer to be fair 
and proper. 

(8) Otrrhead. Such amounts representing 
Contractor's overhead costs determine ac¬ 
cording to the clause of the contract entitled 
• Negotiated Overhead Rate*”. 

(b) Contractor shall exercise due diligence 
to secure materials and services at the most 
advantageous prices available, having due re¬ 
gard to quality. 
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(c) Once each month (or at more frequent 
Intervals, If approved by the Contracting 
Officer) the Contractor may submit to an 
authorised representative of the Contracting 
Officer, In euch form and reasonable detail 
aa auch representative may require, an In¬ 
voice or public voucher supported by a 
statement of coet Incurred by the Contractor 
In the performance of this contract and 
claimed to constitute "Allowable Cost.** Each 
statement of cost shall be certified by an 
officer or other responsible official of the Con¬ 
tractor authorised by It to certify auch 
statementa. 

<d) As promptly as may be practicable 
after receipt of each invoice or voucher and 
statement of cost, the Government shall, 
except as hereinafter provided and subject 
to the provisions of paragraph (e) below, 
make payment thereon as approved by the 
Contracting Officer. After payment of eighty 
(80) percent of the total estimated cost of 
performance of this contract, as from time 
to time amended, further payment on ac¬ 
count of "Allowable Cost" shall be withheld 
until a reserve of either (I) one (!) percent 
of such total estimated coet, or (II) *10.000. 
whichever amount Is less, shall have been set 
aside, such reserve or the balance thereof to 
be retained until the execution and delivery 
of a release by the Contractor as provided 
In paragraph (f) hereof. 

(•) At any time or times prior to final 
payment under this gontrnct, the Contract¬ 
ing Officer may cause to be made such audit 
of the Invoice or vouchers and statements 
of cost as shall be deemed necessary. Each 
payment theretofore made shall be subject 
to reduction to the extent of amounts In¬ 
cluded In the related invoice or voucher 
and statement of cost which are found by 
the Contracting Officer on the basis of such 
units not to constitute "Allowable Cost,** 
and shall also be subject to reductldh for 
overpayments or to Increaie for underpay¬ 
ments on preceding Invoices or vouchers. On 
receipt of the voucher or Invoice designated 
by the Contractor as the "completion 
voucher" or "completion Invoice" and state¬ 
ment of cost, which shall be submitted by 
the Contractor as promptly as may be prac¬ 
ticable following completion of the work un¬ 
der this contract but In no event later than 
one (1) year (or such longer period as the 
Contracting Officer may, In his discretion, 
approve in writing) from the date of such 
completion, and following compliance by the 
Contractor with all provisions of this con¬ 
tract (Including, without limitation, provi¬ 
sions relating to patents and the provisions 
of pars, (f) and (g) of this claure). the 
Government shall as promptly as may be 
practicable pay any balance of "Allowable 
Cost." 

(f) The Contractor shall execute and de¬ 
liver at the time of and as a condition prece¬ 
dent to final payment under this contract, n 
release discharging the Government. Its offi¬ 
cers, agents, and employees of and from all 
liabilities, obligations, and claims arising out 
of or under this contract, subject only to 
the fallowing exceptions: 

(1) Specified claims In stated amounts or 
tn estimated amounts where the amounts are 
hot susceptible of exact statement by the 
Contractor. 

(2) Claims, together with reasonable ex¬ 
penses Incidental thereto, based upon the lia¬ 
bilities of the Contractor to third parties 
arising out of the performance of the con¬ 
tract.* which ore not known to the Contractor 
on tbo date of the execution of the release, 
and of which the Contractor gives notice In 
writing to the Contracting Officer not more 
than bIx (0) years after the date of the re¬ 
lease or the date of any notice to the Con¬ 
tractor that the Government Is prepared to 
make final payment, whichever la earlier. 

(3) Claims for reimbursement of costs 
(other than expenses of the Contractor by 
reason of Us idemniflcaUon of the Govern¬ 
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ment against patent liability). Including 
reasonable expenses Incidental thereto. In¬ 
curred by tbe Contractor under the provisions 
of the contract relating to patents. 

(g) The Contractor agrees that any re¬ 
funds, rebates, or credits (Including any In¬ 
terest thereon) accruing to or received by the 
Contractor which arise out of the perform¬ 
ance of this contract and on account of which 
the Contractor has received reimbursement 
shall be paid by the Contractor to the Gov¬ 
ernment. The Contractor shall execute and 
deliver at the time or and as a condition 
precedent to final payment under this con¬ 
tract. an assignment to the Government of 
refunds, rebates, or credits (Including any 
Interest thereon) arising out of the perform¬ 
ance of this contract, In form and substance 
satisfactory to the Contracting Officer. Rea¬ 
sonable expenses Incurred by the Contractor 
for the purpose of securing any such refunds, 
rebates or credits shall constitute "Allow¬ 
able Cost" when approved by the Contracting 
Officer. 

(h) Any cost Incurred by the Contractor 
under the terms of this contract which would 
constitute "Allowable Cost" under the pro¬ 
visions of this clause shall be included In 
determining the amount payable under this 
contract, notwithstanding any provisions 
contained in the specifications or other docu¬ 
ments Incorporated in this contract by refer¬ 
ence, designating services to be performed 
or materials to be furnished by the Contrac¬ 
tor at lu expense or without coat to the 
Government. 

8 1007.403-5 Inspection. Insert cither 
the clause set forth below or the clause 
set forth in 8 1007.4037. 

Inspection and CoaaxcnoN or Dxficts 

(a) All work under this contract shall be 
aubject to Inspection and test by the Govern¬ 
ment. to the extent practicable at all reason¬ 
able times and places including the period 
of performance, and In any event prior to 
final acceptance. The Contractor shall pro¬ 
vide ahd maintain an Inspection system ac¬ 
ceptable to the Government covering the 
work hereunder. The Government, through 
any authorized representative, may inspect 
the plant or plants of the Contractor or of 
any of its subcontractors engaged In the 
performance of this contract. If any In¬ 
spection or test Is made by the Government 
on the premise of the Contractor or a sub¬ 
contractor. the Contractor shall provide and 
shall require subcontractors to provide all 
reasonable facilities and assistance for the 
sarety and convenience of the Government 
Inspectors tn the performance of their duties. 
All inspections and tests by the Government 
shall be performed In such a manner as will 
not unduly delay the work. Pinal Inspec¬ 
tion and acceptance by the Government shall 
be made as promptly as practicable after de¬ 
livery The time and pluce of delivery, final 
Inspection, and acceptance shall be aa set 
forth In the schedule. 

(b) The Contractor warrants that the 
services rendered In the performance of this 
contract will conform to the requirements 
of this contract and to high professional 
standards in the field, and that any article 
delivered to the Government under this con¬ 
tract will conform to the requirements of 
this contract and will not be defective In 
material or workmanship. 

(c) At any time during performance of 
this contract, but not later than six (6) 
months (or such other period as may be pro¬ 
vided in the schedule) after final acceptance, 
the Government may require the Contractor 
to remedy by correction or replacement aa di¬ 
rected by the Contracting Officer, any failure 
by the contractor to comply with its obliga¬ 
tions under paragraph (b) hereof. Except as 
otherwise provided in paragraph (d) hereof, 
the cost of any such replacement or correc¬ 
tion shall be Included in "Allowable Cost" 


determined as provided In tbe clause of this 
contract entitled "AUowable Cost, Fixed Fee 
and Payment," but no additional fee shall be 
payable with respect thereto. Corrected ar¬ 
ticle# shall not be tendered again for ac¬ 
ceptance unless the former tender and the 
requirement of correction is disclosed. If 
the contractor falls to proceed with reason¬ 
able promptness to perform such replace¬ 
ment or correction, the Government (1) may 
by contract or otherwise perform such re¬ 
placement or correction and charge to the 
contractor any increased coet occasioned the 
Government thereby, or may reduce any ftx<d 
fee payable under this contract (or require 
repayment of any fixed fee theretofore paid) 
In such amount as may be equitablo under 
the circumstance*; or (11) in tbe cose of ar¬ 
ticles not delivered, may require the delivery 
of such articles, and ohall have the right 
to reduce any fixed fee payable under this 
contract (or to require repayment of any 
fixed fee theretofore paid) In such amount 
as may be equitable under the circumstance*, 
or (ill) may terminate this contract for de¬ 
fault os provided in the clause of this con¬ 
tract entitled "Termination.** Poilure to 
agree on the amount of any such Increiucd 
cost to be charged to the Contractor or to 
such reduction in. or repayment of. the 
fixed fee shall be a dispute concerning a ques¬ 
tion of fact within tho meaning of the clause 
of this contract entitled "Disputes.** 

(d) Notwithstanding the provisions of par- 
graph (c) hereof, the Government may at 
any time require the contractor to remedy by 
correction or replacement, without coet to 
the Government, any failure by the Contrac¬ 
tor to comply with Its obligations under par¬ 
agraph (b) hereof, if such failure is due to 
fraud. IacIc of good faith, or willful miscon¬ 
duct on tho part of any of the contractor's 
directors or officers, or on the part of any of 
Its managers, superintendents, or other 
equivalent representatives, who has super¬ 
vision or direction of (I) all or substantially 
all of the Contractor's business; or (11) sll or 
substantially all of the Contractor's opera¬ 
tions at any one plant or separate location in 
whtoh this contract Is being performed: or 
(111) a separate and complete major indus¬ 
trial operation In connection with the per¬ 
formance on this contract. Fraud. lack of 
good faith, or willful misconduct on tho part 
of any of such supervisory personnel shall be 
deemed to Include the selection of IndlvidunJ 
employees or the retention of employees niter 
any of such supervisory personnel has reason 
to believe that such employees are habitually 
careless or otherwise unqualified. 

(e) Corrected articles tendered as replsce- 
ments shall be subject to the provision' of 
this clause in the same manner and to th# 
same extent as supplies originally delivered 
under this contract. 

(f) The Contractor shall make Its rtoordf 
of all Inspection work available to the Gov¬ 
ernment during the performance of this con¬ 
tract and for such longer periods as may b* 
specified in this contract. 

(g) Except as provided In this clause and 
as may be provided In the Schedule, the Con¬ 
tractor shall have no obligation or liability to 
correct or replace supplies or lots of supplte* 
which at the time of delivery are defective in 
materials or workmanship or otherwise not In 
conformity with the requirements of tht» 
contract. 

(h) Except as otherwise provided In th* 
schedule, the contractor's obligation to cor¬ 
rect or replace Government-furnished prop- 
erty (which Is property In the possession of 
or acquired directly by the Government and 
delivered or otherwise made available to th« 
contractor) shall be governed by the pro¬ 
visions of the clause of this contract entitled 
"Government Property.** 

$ 1007.403-6 Assignment of claims. 
Insert the clause set forth In i 7.103-8 of 
this title unless the contract is with a 
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nonprofit Institution or organization re- 
reiving no fee, in which case Insert the 
following clause: 

Asskkmkkt Prohibited 

Neither thli contract, nor any Interest 
therein, nor any claim arising hereunder, 
•hall be transferred or assigned by the Cen¬ 
trex.or to any other person. 

5 1007.403-7 Records. Insert the 
clause set forth in 8 7.203-7 of this title. 

| 1007.403-8 Subcontracts. Insert the 
clause set forth in 8 7.203-8. substi¬ 
tuting a comma for the period after the 
word "basis” in paragraph b iiv) thereof, 
adding the following 44 (v> or involves 
research and development work” and 
add the paragraph <f> set forth in 
l 1007 203-8. 

} 1007.403-9 Utilization of small busi¬ 
ness concerns. Insert the clause set forth 
in 5 7.104-14 of this title. 

8 1007.403-10 Termination . Insert 
the clause set forth in 8 8.702 of this 
title unless the contract U with a non¬ 
profit institution or organization receiv¬ 
ing no fee, in which case Insert the clause 
set forth in 8 8.704 of this title. 

I 1007 403-11 Excusable delays. In¬ 
sert the clause set forth in 8 7.203-11 of 
this title which will be designated ”(a>” 
and add paragraph (f> of the clause set 
forth in 8 1007.303-10 which will be des¬ 
ignated ”<b) 

8 1007.403-12 Disputes. Insert the 
clause set forth in 5 7.103-12. 

8 1007.403-13 Notice and assistance 
regarding patent infringement. Insert 
the clause set forth in 5 9.104 of this title. 

8 1007.403-14 Buy American Act In¬ 
sert the clause set forth in 8 7.103-14 of 

tills title. 

} lOOf. 403-15 Contact labor. Insert 
the clause set forth in 8 12.203 of this 

title. 

I 1007.403-16 Eight-hour law of 1912. 
Insert the clause set forth in 8 12.303-1 
of this title. Note the Introductory pro¬ 
visions required by 8 12.303-2 of this 
title in the case of contracts with a State 
or political subdivision thereof. 

8 1007.403-17 Nondiscrimination in 
employment , Insert the clause set forth 
in 8 12.802 of this title. - 

8 1007.403-18 Officials not to benefit 
Insert the clause set forth in 8 7.103-19 

of this title. 

8 1007.403-19 Covenant against eon- 
iingent fees. Insert the clause set forth 
in 8 7.103-20 of this title. 

8 1007.403-20 Patent rights. Accord¬ 
ing to the requirements of 8 9.107 of this 
title, Insert the appropriate clause or 
clauses set forth in that section, with 
additional provisions as prescribed. 

8 1007.403-21 Government properly. 
Insert the clause set forth in 8 13.503 of 
this title, unless the contract is with a 
nonprofit institution or organization re¬ 
ceiving no fee. in which case insert the 
clause set forth in 8 13.500 of this title. 

8 1007.403-22 Insurance liability to 
third persons. Insert the clause set forth 
in 1 7.203-22 of this title, except that if 
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the contract Is with a nonprofit institu¬ 
tion or organization receiving no fee, the 
title of the clause referred to in the last 
line of paragraph (c> thereof will be 
amended to read ”AHowabIc Cost and 
Payment.” 

8 1007.403-23 Authorization and con¬ 
sent . Insert the clause set forth in 
8 9.102-2 of this title. 

8 1007.403-24 Quality control specifi¬ 
cation. The clause set forth in 
8 1007.4013 will be inserted in all con¬ 
tracts with commercial contractors, or 
other contractors receiving a fee. This 
clause need not be Included in contracts 
with nonprofit institutions or organiza¬ 
tions receiving no fee. 

8 1007.403-25 Reproduction and use 
of technical data. Insert the clause set 
forth in 8 9.112 of this Utle. 

8 1007.403-28 Renegotiation. Insert 
the clause set forth In 8 7.103-13 of this 
title. 

8 1007.404 Clauses to be used when 
applicable. 

8 1007.404-3 Filina of patent applica¬ 
tions. According to the requirements of 
8 0.106 of this title, insert the clause set 
forth therein, but see 8 9.106-1 of this 
title. 

8 1007.404-4 Reporting of royalties. 
According to the requirements of 8 9.110 
of this title, insert the clause set forth 
therein, but see 8 9.110-2 of tills title. 

8 1007.404-5 Copyright. According 
to the requirements of Subpart L, F^art 9, 
of this title and Subpart B. Part 1009, 
of this chapter, insert the clause set 
forth In 8 9.202 or 8 9.204 of this Utle. 

f 1007.404-7 Military security require¬ 
ments. According to the requirements 
of 8 7.204-12 of this tiUe, insert the 
clause set forth in 8 7.104-12 of this title 
as amended by 8 7.204-12 of this title, 
unless the contract is with a nonprofit 
insUtuUon or organization receiving no 
fee, in which case insert the following 
clause according to the requirements of 
8 7.204-12 of this title. 

MILITARY SECURITY REQUTXtXlENT 

(s) The provision* of this clause thall 
apply to the extent that this contract In¬ 
volve* access to Information clarified “Con¬ 
fidential” Including “Confidential—Modified 
Handling Author!red” or higher. 

(b) The Government shall notify the con¬ 
tractor of the security classification of this 
contract and the elements thereof, nnd of 
any subsequent revision* in such security 
classification, by the use of a Security Re¬ 
quirement Checklist <DD Form 254) and 
Appendage thereto (DD Form 254-1). 

(C) To the extent the Government has In¬ 
dicated as of the date of this contract, or 
thereafter indicates, security ciaatification 
under this contract as provided In paragraph 
(b) above, the Contractor, except aa other¬ 
wise provided in this clause, shall safeguard 
all classified elements of this contract and 
shall provide and maintain a system of se¬ 
curity controls within its own organisation 
in accordance with the requirements of (l) 
the Department of Defense Industrial Secu¬ 
rity Manual for Safeguarding Classified Se¬ 
curity Information aa in effect on the date of 
this contract, which manual is hereby in¬ 
corporated by reference and made a part 
of tills contract: and (il) any amendments 
to said manual required by the demands of 
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national security aa determined by the Gov¬ 
ernment and made after the date of this 
contract, notice of which has been furnished 
to the Contractor by the Contracting Officer, 

(d) Designated representatives of the Gov¬ 
ernment responsible for Inspection pertain¬ 
ing to Industrial security shall have the right 
to Inspect at reasonable intervals the pro¬ 
cedures. methods, and facilities utilised by 
the Contractor In complying with the re¬ 
quirements of the terms and conditions of 
this clause. Should the Government, 
through its authorised representative, deter¬ 
mine that the Contractor has not complied 
with such requirements, the Government 
shall Inform the Contractor in writing of the 
proper actions to be taken In order to effect 
compliance with such requirements. 

(e) In the event a change In security re¬ 
quirements, as provided In paragraphs <b> 
and (c). results (1) In a change In the secu¬ 
rity classification of this contract or any ele¬ 
ment thereof from a oonclnsslfled status to a 
classified status or from a lower classification 
to a higher classification, or (ii) In more 
restrictive area controls than previously re¬ 
quired. the Contractor shall exert every rea¬ 
sonable effort compatible with ita established 
policies to continue the performance of work 
under the contract in compliance with such 
change In security classification or require¬ 
ments. If. despite such reasonable efforts, 
the Contractor determines that the continu¬ 
ation of work under this contract is not prac¬ 
ticable because of such change In security 
classification or requirements, it shall to no¬ 
tify the Contracting Officer in writing. 

<f) After receiving such written notifica¬ 
tion, the Contracting Officer shall explore the 
circumstances surrounding the proposed 
change in security classification or require¬ 
ments and shall endeavor to work out a mu¬ 
tually satisfactory method whereby the Con¬ 
tractor can continue performance of the work 
under this contract. 

(g) If. upon the expiration of fifteen (15) 
days after receipt by the Contracting Offlcer 
of such written notification. (11 the applica¬ 
tion to this contract of such change In secu¬ 
rity classification or requirements has not 
been withdrawn, or (U) a mutually satisfac¬ 
tory method for continuing performance of 
work under this contract has not been agreed 
upon, the Contractor may request the Con¬ 
tracting Officer to terminate the contract 
in whole or In part. Thereupon, the Con¬ 
tracting Officer shall terminate the contract 
In whole or in part, ms may be appropriate, 
and such termination shall be deemed a ter¬ 
mination under the provisions of the clause 
of this contract entitled ‘Termination for 
the Convenience of the Government.” 

(h) The Contractor agrees to Insert, in all 
subcontracts hereunder which involve access 
to classified Information, provisions which 
shall conform substantially to the language 
of this clause. Including this paragraph <h). 
but excluding paragraphs (c). (f). and (g| of 
this clause. 

(1) The Contractor also agrees that it thall 
determine that any subcontractor proposed 
by It for the furnishing of supplies and serv¬ 
ices which will Involve access to classified in¬ 
formation in the Contractor's custody has 
been granted an appropriate facility security 
clearance which Is still In effect, prior to be¬ 
ing accorded access to such classified Infor¬ 
mation. 

f 1007.404-8 Walsh-Healey Public 
Contracts Acts. According to the re¬ 
quirements of Subpart F. Part 12. of this 
Utle and Subpart F, Part 1012, of this 
chapter. Insert the clause set forth in 
8 12.604 of this Utle. 

8 1007.404-9 Gratuities. According 
to the requirements of 8 7.104-16 of this 
title, insert the clause set forth in that 
section. 
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9 1007.404-10 Alteration s in contract. 
According to the instructions for use In 
ft 1007.105-1. insert the clause set forth 
in | 7.105-1 of this title. 

$ 1007.404-11 Approval of contracts. 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause set forth in 9 7.105-2 of this 
title. 

9 1007.404-12 Negotiated overhead 
rates. According to the requirements of 
ft 7.704-1 of this title. Insert the clause 
set forth in 9 7.704-1 of this title with 
commercial concerns and according to 
the requirements of 5 3.704-2 of this title, 
insert the clnuse set forth in 4 3.704-2 of 
this title with nonprofit and educational 
institutions. 

9 1007.404-13 Delay in delivery of 
data. Unless the contract is with a non¬ 
profit institution or organization receiv¬ 
ing no fee. insert the clause set forth In 
9 1007.4036 according to the require¬ 
ments of that section. 

5 1007.404-14 Superseding specifica¬ 
tions. Unless the contract is with a non¬ 
profit institution or organization receiv¬ 
ing no fee, insert the clause set forth in 
5 1007.4024. according to the require¬ 
ments of that section. 

9 1007.404-15 Limitation of cost. In¬ 
sert the clause set forth in 9 7.203-3 of 
this title except that when allotment. at # 
the time the contract is entered into, of 
less than the total amount of the esti¬ 
mated cost plus any fixed fee, is consid¬ 
ered to be in the best interest of the Air 
Force, the clause set forth below may be 
inserted in lieu of the clause set forth in 
9 7.203-3 of this title if the following con¬ 
ditions are present: 

<i> The contract is for a specific proj¬ 
ect which can be defined in terms of 
scope, area of investigation, problems to 
be solved, or prototype to be delivered. 

<11» The contract relates to work which 
necessarily requires continuance over an 
extended period of time if valuable re¬ 
sults are to be obtained. 

<Ui) Continued availability of the con¬ 
tractor over the extended period is desir¬ 
able. 

av) The overall cost can be estimated 
with reasonable accuracy. 

Limitation of Cost 

(a) It la estimated that the total coat to 
the Government, exclusive of any fixed fee. 
for the performance of thia contract will not 
exceed the entimated cost act forth in tho 
Schedule, and the Contractor agrees to use 
lta beat efforts to perforin the work specified 
In the Schedule and all obligations under 
this contract within such estimated coat. 
The fixed fee for complete performance uf 
this contract U specified in the Schedule. 

<b) The sum presently available for pay¬ 
ment. and allotted to this contract, is speci¬ 
fied in the Schedule. It Is anticipated that 
from time to time additional funds will be 
allotted to this contract up to the full esti¬ 
mated cost including any fixed fee. The 
Government shall not be obligated to reim¬ 
burse the Contractor for costs incurred, in¬ 
cluding any fixed fee to which the Contractor 
may be entitled, in excess of the total amount 
from time to time allotted to this contract, 
and the Contractor shall not be obligated to 
continue performance under the contract or 
to incur coats, including any fixed fee to 


which the Contractor may be entitled, in ex¬ 
cess of the total amount from Unto to time 
allotted to this contract. When and to the 
extent that the total amount allotted to this 
contract has been Increased, any costs, in¬ 
cluding any fixed feo to which the Contractor 
may be entitled, Incurred by the Contractor 
prior to the Increase and In excess of the 
amount previously allotted, shall be allow¬ 
able to the same extent aa If such costa had 
been Incurred after such increase In amount 
allotted. 

(c) If at any time the Contractor has rea¬ 
son to believe that the costs which it expects 
to Incur In the performance of this contract 
in the next succeeding thirty (30) days, 
when added to all costs previously incurred. 
Including any fixed fee to which the Con¬ 
tractor may be entitled. wlU exceed eighty- 
five percent (85%) of the amount then 
allotted to this contract, or If at any time the 
Contractor has reason to believe that the 
total cost to the Government, exclusive of 
any fixed fee, for the performance of this 
contract will be substantially greater or less 
than the estimated cost thereof, the Con¬ 
tractor shall notify the Contracting Officer 
in writing to that effect, giving its revised 
estimate o i such total cost for the perform¬ 
ance of this contract, and IU estimate of the 
costa which wlU be Incurred In the next six 
(6) months. 

(d) If the Contracting Officer determines 
that the amount allotted to this contract 
has been expended and that no additional 
amount will be allotted to this contract, he 
shall terminate this contract for the con¬ 
venience of the Government pursuant to 
the clause hereof entitled “Termination." 

(e) In the event that sufficient amounts 
are not allotted to this contract to allow 
completion of tho work contemplated by 
this contract, the Contractor ahah be en¬ 
titled. subject to the limitations of para¬ 
graph (b) of this clause, to a percentage of 
the fixed fee set forth in the Schedule 
equivalent to the percentage of completion 
of the work contemplated by this contract. 

9 1007.404-16 Priorities, allocations 
and allotments. According to the re¬ 
quirements of 9 1.308-2 of this title, in¬ 
sert the clause set forth in 9 7.104-18 of 
this title. 

9 1C07.405 Additional clauses . The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses. 

* 1007.405-1 Notice to the Govern¬ 
ment of labor disputes. According to 
instructions for use in § 7.105-3 of this 
title, the clause set forth in that section 
may be inserted. 

9 1007.405-2 Shipments. If supplies 
are to be delivered to the Government, 
the clause set forth in 9 1007.4004 may be 
inserted. 

9 1007.4Q5-3 General . Any other 
clause authorized by Chapter I of this 
title, or this chapter, according to in¬ 
structions for use may be used when 
necessary to cover the subject matter 
contained in such clause. 

SUBPART I—CLAUSES FOB PERSONAL SERVICES 
CONTRACTS 

5 1007.500 Scope of subpart . This 
subpart sets forth clauses for use in 
personal service contracts. 

9 1007.502 Applicability. See § 7.502 
of this title. 

9 1007.503 Required clauses. The fol¬ 
lowing clauses will be inserted in all 


personal service contracts, except as Indi¬ 
cated In the applicable section of Chap¬ 
ter I of this title. 

9 1007.503-1 Definitions. See 9 7.503- 
lof this title. 

9 1007.503-2 Payments. See J 7.503 2 
of this title. 

9 1007.503-3 Assignment of claims. 
See 97.503-3 of this title. 

9 1007.503-4 Disputes. Sec 9 7.503-4 
of this title. 

9 1007.503-5 Officials not to benefit. 
See 9 7.503-5 of this title. 

9 1007.503-6 Covenant against contin¬ 
gent fees . See 9 7.503-6 of this title 

9 1007.503-7 Termination . Insert the 
clause set forth In 9 1008.751 of this 
chapter, which includes 9 7.503-7 of this 
title. 

9 1007.503-8 Approval of contract. 
See 9 7.503-8 of this title, 

9 1007.503-9 Patents. See 9 7.503-9 
of this title. 

9 1007.503-10 Copyright. See 9 7.503- 
10 of this title. 

9 1007.503-50 Subcontracts. 

SVBCONTXACTS 

No subcontract shall bo made with any 
other party for furnishing any of tho work 
or services provided for in this contract. 

9 1007.504 Clauses to be used when ap¬ 
plicable. 

9 1007,504-1 Military security require* 
ments. See 9 7.504-1 of this title. 

9 1007.504-50 Reproduction and use of 
technical data. If the contractor is re¬ 
quired to furnish technical data under 
the contract, such as reports, drawings, 
blueprints, or data, insert the clause set 
forth in 9 9.112 of this title. 

9 1007.504-51 Filing of patent applied - 
tions. According to the requirements of 
9 9.106 of this title, insert the clause set 
forth therein, but see 9 9.106-1 of this 
title. 

9 1007.505 Additional clauses. The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses. 

9 1007.505-1 Alterations in contract , 
According to instructions for use in 
9 1007.105-1, the clause set forth In 
5 7.105-1 of this title may be inserted. 

SUBPART T—CLAUSES AND ARRANGEMENTS FOR 

PERSONAL SERVICE CONTRACTS WITH FOR¬ 
EIGN NATIONALS 

9 1007.2000 Scope of subpart. This 
subpart sets forth the clauses and ar¬ 
rangements for use in personal service 
contracts with foreign nationals, gener¬ 
ally known as “Project Paperclip Con- 
tracts. 4 * 

9 1007.2002 Definition. As used 
throughout this part, the term “personal 
service contracts with foreign nationals’* 
means any contract entered into with an 
alien scientist or artisan for personal 
services to be performed by that individ¬ 
ual under Government supervision and 
paid for on a time basis. 
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5 1007.2003 Reguired clauses and ar- 
rangements. Clauses will be consecu¬ 
tively numbered. 


| 1007.2003-1 Cover pace. The fol¬ 
lowing will be the arrangement of the 


cover page: 


Contract No. 


DtrJUiTUrNT or the An Feme* 


CONTI ACT FOE PERSONAL SERVICER IftOJCCT 

rmeur) 

Or’ntractor's name: 

Contractor's address tn the United States; 

Contractor's original place of residence; 

felt mated total amount: 

payment: To be made by--—--- 

(Nume of Finance Offlcc) 

ArFiiomunojf an© Other Administrative 
Data 

Tills contract Is entered Into pursuant to 
the authority of ScctJon 2 (e) ( ). Armed 
Services Procurement Act of 1947 (Public 
Law 413. 80tb Cong.): Section 16. Act of 
August 2. 1946 (Public Uiw 600. 79th Cong.); 
and. Section 1 ----- 19--. 

I 1007.2003-2 Introduction. Insert 
the following introductory paragraph of 
the contract, which will be unnumbered: 

Tills contract Is entered into as of ........ 

_____ 19... by and between the United 

Slates of America, herelnfster called the Gov¬ 
ernment. represented by the Contracting 
Officer executing this contract, and ........ 

_a national of ....._..........« 

hrrclnofter referred to as the Contractor. 

1 1007.2003-3 Scope of employment. 

Scon or Employment 

The Contractor, during the entire term of 
this contract, undertakes to prosecute and. to 
the best of his ability and skill, perform such 
scientific and technical tasks as may bo as¬ 
signed to him by the Contracting Officer at 
such place or places as may be designated, 
and agrees, at all times, to do his utmost to 
enhance, develop, and further the Interests 
of the Government, In connection with the 
tasks iu signed to him. The nature of the 
personal services to be performed by the Con¬ 
tractor Is as follows: 

ft 1007.2003-4 Administration. 

Administration f 

The Contractor agrees that he shall be and 
remain under the supervision of such mili¬ 
tary or civilian personnel of the Government 
as the Government may designate. 

5 1007-2003-5 Security regulations. 

Security Regulations 

In view of the confidence and trust reposed 
in the Contractor under the special circum¬ 
stances of tilts contract, and In view of the 
vital connection of the project contemplated 
hereunder to the defense, security, and wel¬ 
fare of the United States, and as a condition 
to formal admittance to this country, the 
Contractor agrees to observe curb security 
measures os the President of the United 
States or the Secretary of the Contracting 
Officer may direct. 

I 1007.2003-6 Report of espionage . 

Rej*o*t or E&fionagk 

The Contractor agrees that he will Iminedl- 
*t«ly report to the Contracting Officer when¬ 
ever for any cause he has reason to believe 
that an active danger of espionage or sabotage 


* (The above blank space will contain the 
•tMutory citation of funds provided by the 
current Appropriation Act.) 


exists In any place at which he Is assigned. 
Including complete Information relating to 
the reasona which cause the Contractor to 
he apprehensive of such danger. 

ft 1007.2003-7 Period of performance 
and compensation. 

Praioo or Perform ancr and Compensation 

(a) The term of the contract and rate of 
compensation shall be as follows: 

(1) Term:_____ — ...... 19.., to 

............ 'l—. 19... Inclusive. 

|2> Rate: I..per ---! 

Prurtdrd, haicrvrr. That In the event a gen¬ 
eral Increase or decrease In salary Is granted 
to civil service employees, effective during 
the term of this contract as aet forth In 
subparagraph <a) (1). above, an Increase or 
deercuse corresponding to that of a GS-.. # 

In the ___ Step Increase, shall be paid to 

the Contractor. 

<b) The compensation herein provided 
shall not accrue: 

(1) Fur time spent on emergency leave 
computed from the day of departure from 
place of employment to day of return to such 
place of employment unless accrued leave Is 
authorized to he utilized. 

(2) For absences from place of duty with¬ 
out authority. 

(3) For agreed absences without compen¬ 
sation. 

(c) In addition to the above salary pro¬ 
visions and In connection with travel directed 
by the Governments the Contractor shall be 
paid a per diem In lieu of subsistence at the 
rote and In the manner prescribed by law 
and regulations for civilian employees of the 
Government. It Is specifically understood 
and agreed that per diem shall not accrue: 

(1) After dale of termination hereof as 
hereinafter provided. 

(2) While lu a travel status on emergency 
leave. 

(3) When quarters and subsistence are 
furnished by tho Government at no charge. 

(d) The Contractor, shall be entitled, in 

the same manner os full-time civil-service 
employees, to (I) overtime compensation. 
(II) holiday premium compensation, and 
(ill) compensation for holidays on which no 
work Is performed. * 

ft 1007.2003-8 /fours of work. 

Hours or Work 

The hours of employment are based upon a 
5-day. 40-hour week which shall be standard 
Tor pay and leave purposes. 

§ 1007.2003-9 Leave. 

Leave 

The Contractor ahall earn, accrue, accumu¬ 
late, and be granted sick and annual leave In 
accordance with laws and regulations appli¬ 
cable to full-Ume permanent civil-service 
employees of the United States Government. 

ft 1007.2003-10 Patents and copy¬ 
rights . 

Patents and Copyrights 

The Contractor, without further compen¬ 
sation. agrees— 

(a) To disclose to the Contracting Officer 
alt inventions conceived or first reduced to 
practice, or both conceived and reduced to 
practice by him during the term of this con¬ 
tract and for a period of 6 months after the 
termination thereof; 

(b) To assign and transfer to the Govern¬ 
ment. as represented by the Secretary or hia 
designees, the entire right, title, and interest 
In and to any and all inventions which Con¬ 
tractor conceives or first reduces to practice, 
or both conceives and reduces to practice, 
during the term of this contract or which 
are disclosed In an application for patent 
filed within 6 months thereafter, which in¬ 
ventions were made (I) during working 


hours, or <21 with a contribution by Govern¬ 
ment of facilities, equipment, materials, 
funds, or Information, or of time or services 
of Government employees on official duty, or 
(3) bear a direct relation to or are made in 
consequence of the official duties of the Con¬ 
tractor; and to sign and execute all papers 
necessary to tho filing and prosecution of 
applications for patents on such Inventions 
and for conveying to the Government title 
to such Inventions end applications for pat¬ 
ent thereon; 

(c) To grant to the Government, as repre¬ 
sented by the Secretary, a nonexclusive roy¬ 
alty-free license h) and to any and all inven¬ 
tions which Contractor conceives, or first re¬ 
duces to practice, ar both conceives and 
reduces to practice, during the term of this 
contract and for a period of 6 mouths there¬ 
after and which Contractor is not required to 
assign to the Government of the United 
States in accordance with the provisions of 
subparagraph (b) above; and to sign and 
execute all papers necessary to convey to the 
Government the rights to which It is entitled 
in accordance with this provision; 

(d) All applications for United States pat¬ 
ents in which the Contractor Is named as an 
Inventor during the period beginning 6 
months after the termination of this contract 
and continuing to 24 months next following 
the termination or expiration of this contract 
will be submitted to the Secretary, at the 
time of or prior to filing, together with a 
sworn statement as to the circumstances un¬ 
der which the invention wan made. Including 
dales of conception and reduction to prac¬ 
tice. The Secretary will determine whether 
the said circumstances are so related to Con¬ 
tractor's employment under this oontract 
that the Government la entitled to rights 
under such invention or inventions in ac¬ 
cordance with subparagraph (b) or (c) 
above; and, upon a finding that the Govern¬ 
ment is so entitled to rights, the determina¬ 
tion of the Secretary os to the nature and 
extent of such rights shall bo final, and 
Contractor agree* to execute all papers neces¬ 
sary to convey to the Government the rights 
to which It la entitled as determined by the 
Secretary: and 

<e) Far himself, hii heirs and assigns, to 
assert no copyright at common law and to 
make no claim to copyright by statute in 
any matertal first produced by him In tjie 
performance of this contract. 

ft 1007.2003-11 Transportation . 

Transportation 

(a) The Government will provide for 
transportation of the Contractor— 

(1) in furtherance of a permanent change 
of duty station relating to his employment 
under the terms of this contract, in accord¬ 
ance with Executive Order 9808, as hereto¬ 
fore ar hereafter amended; and 

(2) In furtherance of the contract, as 
determined by the Government, In accord¬ 
ance with Standardized Government Travel 
Regulations, as heretofore or berearter 
amended. 

(b) In addition to the allowances pro¬ 
vided fur in subparagraph (a) (1) hereof, 
and at the expense of the Government, the 
Contractor will be authorized shipment of 
scientific books and equipment used In the 
performance of hia work In conectlon with 
a permanent change of duty station. 

I 1007.2003-12 Housing. 

IIOUHI NO 

The Government will endeavor to assist 
the Contractor in procuring suitable hous¬ 
ing at or near the place of employment. 
The cost of houalng will be borne by the 
Contractor. Where public quarters are made 
available, the Contractor la authorized to 
use such facilities at the rate and on the 
basis prescribed for civilian employees of 
















1376 


RULES AND REGULATIONS 


the Government Tb« Contractor Ngree* to 
pay nil Incident*! expense* normally charged 
therefor. such u orderly fees, 

fi 1007.2003-13 Subsistence . 

SUBSISTENCE 

Where suitable messing facilities are op¬ 
erated b/ tho Government at the place of 
employment, the Contractor may be au¬ 
thorized to use such facilities at the rate and 
on the basis prescribed for civilian employ¬ 
ees of the Government. 

I 1007 2003-14 Medical services. 

Mldical Services 

Medical service will be provided by the 
Government to the Contractor on the same 
basis and at the same cost os provided for 
civilian employees of the Government at the 
location of employment. Reasonable access 
to civilian medical*care will be permitted at 
the expense of the Contractor. 

1 1007.2003-15 Burial and ejects. 

Busial akd E r r u. is 

During the term hereof. In event of the 
death of the Contractor, the Government will 
provide for local burial and return of the 
personal effects to dependents. If requested 
by dependents, and wben time and condi¬ 
tions. as determined by the Government, 
permit, the body will be returned to 
»t the expense of the Government. In the 
event that, after the death of the Contractor, 
the Contractor's dependents elect to return 

to_—__ the Government, at Its option. 

will provide for transportation of such de¬ 
pendent* to-- together with their 

personal and household effects not In excess 
of three thousand (3.000) pounds net weight. 

fi 1007.2003-16 Injuries . 

Injuries 

The Contractor Is covered by the provi¬ 
sions of United States Employees’ Compen¬ 
sation Act. As amended (5 U 3. C. 751 et 
seq.l. 

5 1007.2003-17 Dependents. 

DrroroexTs 

(A) The Government shall have the full 
right and privilege, after appropriate Investi¬ 
gation. to determine which person or per¬ 
sons nominated by the Contractor as his 
dependents are to be considerded for the 
purposes of this contract its the Contractor's 
dependents (normally a lawful wife, depend¬ 
ent parent, unmarried minor children, un¬ 
married minor dependent*, stepchildren and 
unmarried minor adopted children will be 
recognized by the Government os bona fide 
dependents, provided each resides in Con¬ 
tractor's household). 

(b) The Government wUl assume the cost 
of moving Contractor's dependents from 
present residence to Contractor's place or 
duty In the United States. 

<c) When Contractor's dependents are 
moved to the United States, such depend¬ 
ents will be authorised collectively an allow¬ 
ance totaling threo thousand (3,000) pounds 
net weight (United States measure) of per¬ 
sonal and household effects. Shipment of 
additional personal and household effects 
may bo mode with tho approval of the Con¬ 
tracting Officer when Urrvo and conditions 
peyntt and will be at the expense of the 
Contractor. 

Noth. Paragraphs (b) and (c) may be de¬ 
leted when Inapplicable. 

I 1007.2003-18 Visa. 

Visa 

Upon signature of this contract and pro¬ 
vided the personal conduct and political 
background of the Contractor, os determined 


by the Government, merit such action, the 
Government will, upon request, favorably 
recommend the Contractor for on Immigra¬ 
tion vlea. In the event of such recommenda¬ 
tion. the Government, upon request, will also 
favorably recommend for an Immigration 
visa such of Contractor's dependents whose 
personal conduct and political background, 
as determined by the Government, merit such 
action. 

5 1007.2003-19 Officials not to benefit. 
Insert the clause set forth in i 7.103-19 of 
this title. 

I 1007 2003-20 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in fi 7.103-20 of this title. 

ft 1007.2003-21 Disputes. Insert the 
clause set forth in fi 7.103-12 of this title. 

ft 1007 2003-22 Termination . 

Termination 

Tills contract may be terminated by the 
Government at lta option— 

(a) When the Government administrative¬ 
ly determine* the Contractor to be unsatis¬ 
factory for the purposes of this contract or 
his conduct to be below required standards 
or when tor any other reason it Is deter¬ 
mined that his service* are no longer re¬ 
quired 

(b) When and if the Contractor** visa, 
where issued. Is revoked or Invalidated or If 
the Contractor Is denied entry into the United 
State*. 

CO By mutual agreement. 

(d) When the health of the Contractor, as 
determined by the Government, is such that 
he cannot properly perform his assignrd 
duties. 

$ 1007.2003-23 Definitions. Insert the 
clause set forth In ft 7.103-1 of this title 
omitting subparagraph (c) therefrom. 

ft 1007.2003-24 Disclosure of informa¬ 
tion. 

Disclosure of Information 

The Contractor agree* that he will not 
disclose to any person not entitled to receive 
It any information relative to top secret, 
secret or confidential matter as defined in 
current military regulations that may come 
to the knowledge of the Contractor. 

I 1007.2003-25 Certification. 

CamncATtos 

(ft! Contractor certifies that, to the best 
of his knowledge and belief, his physical 
condition, character, and qualifications are 
such ms to permit him to fulfill this con¬ 
tract 

<b) Contractor certifies that he has read 
the within contract governing hla employ¬ 
ment as contemplated herein, and agrees 
that he will recognize lte terms as the con¬ 
ditions under which such employment Is 
accepted and held. 

(O Contractor certifies and affirms that 
this contract contains aU of the agreements, 
promise*, understandings, and representa¬ 
tions. verbal or otherwise, made on the part 
of the Government or any of Its representa¬ 
tive*, authorized or unauthorized. 

I 1007 2003-26 Approval of contract . 
Insert the clause set forth An fi 7.503-8 of 
this title. 

ft 1007.2003-27 Alterations in contract. 
In accordance with instructions for use 
in ft 1007.105-1. the clause set forth In 
ft 7.105-1 of this title may be used. 

ft 1007.2003-28 Conclusion and signa¬ 
tures. Insert the following concluding 
statement and blanks for signatures: 


In wltnes* whereof, the parties hereto 
have executed this contract a* of the date 
and year first above written. 

Ttu Unittd States or Ameuc*, 


(Official title) 


(Contractor) 

Witnesses: 


(Address) 


(Address) 

SUBPART U—CLAUSES FOR FIXED-PRICE 
NONPERSONAL SERVICE CONTRACTS 

ft 1007.2103 Required clauses . The 
following clauses will be Inserted In all 
fixed price nonpersona] service con¬ 
tracts: 

ft 1007.2103-1 Definitions. Insert the 
clause set forth In ft 7.103-1 of this title. 

ft 1007.2103-2 Changes. Insert the 
clause set forth In ft 1007.4025. 

fi 1007.2103-3 Inspection. Insert Ihe 
clause set forth in 1 1007.4037. 

fi 1007.2103-4 Payments. Insert the 
clause set forth in ft 7.103-7 of this title. 

ft 1007.2103-5 Assignment of claims . 
Insert the clause set forth In ft 7.103-8 of 
this title, but see ft 1007.103-8. 

ft 1007.2103-6 Federal, state, and local 
taxes . Insert the clause set forth in 
f 11.401 of this title. 

5 1007.2103-7 Default. Insert the 
clause set forth in ft 7.103-11 of this title. 

ft 1007.2103-8 Disputes. Insert the 
clause set forth in ft 7.103-12 of this title. 

1 1007.3103-9 Rotlce and assistance 
regarding patent infringement Insert 
the clause set forth In ft 9.104 of this title. 

fi 1007.2103-10 Buy American act. In¬ 
sert the clause set forth in 57.103-14 of 
this title. 

ft 1007.2103-11 Conrfcf labor. Insert 
the clause set forth in ft 12.203 of this 
title. 

5 1007.2103-12 Eight-hour law of 1912. 
Insert the clause set forth in ft 12.303-1 
of this title. 

I 1007.2103-13 Nondiscrimination in 
employment Insert the clause set forth 
in ft 12.804 of this title. 

i 1007 2103-14 Officials not to benefit. 
Insert the clause set forth in ft 7.103-19 
of this title. 

ft 1007.2103-15 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in ft 7.103-20 of this title. 

ft 1007.2103-16 Termination for con¬ 
venience of the Government. Insert the 
following clause: 

TERMINATION FOR CONVENIENCE OF THE 

Government 

(a) The performance of work under thl* 
contract may be terminated by the Govern* 
meat In accordance with this clause, in 
whole, or from time to time in part, whenever 
the Contracting Officer shall determine that 
•uch termination Is In the best Interests of 
the Government. Any such termination thsll 
be effected by delivery to the Contractor of a 
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Notice of TVrmlnatlon upeclfytng the extent 
to which performance of work under the con¬ 
tract la terminated, and the date upon which 
such termination becomes effective. 

<b) After receipt of a Notice of Termina¬ 
tion. and except aa otherwise directed by the 
Contracting Officer, the Contractor shall (1) 
stop work under the contract on the date and 
to the extent specified in the Notice of Ter¬ 
mination; (2) place no further orders or 
subcontracts for materials, serrloes, or facili¬ 
ties except as may be necessary for comple¬ 
tion of such port lop of the work under tiie 
contract as is not terminated; '3 1 terminate 
ail orders and subcontracts to the extent 
that they relate to the performance of work 
terminated by the Notice of Termination; (4) 
assign to the Government, In the maimer, at 
the times, and to the extent directed by the 
Contracting Officer, all of the right, title, and 
interest of the Contractor under the orders 
and lubcontracta so terminated, in which 
case the Government shall hate the right. In 
its discretion, to settle or pay any or all 
claims arising out of the termination of such 
orders and subcontracts; (5> settle all out¬ 
standing liabilities and all claims arising out 
of such termination of orders and subcon¬ 
tracts, with the approval or ratification of 
the Contracting Officer, to the extent he may 
require, which approval or ratification shall 
be final for all the purposes of this clause; 
(0| transfer title and deliver to the Govern¬ 
ment. In the manner, at the times, and to 
the extent. If any. directed by the Contract¬ 
ing Officer, (I) the fabricated or unfabricated 
parts, work In process, completed work, sup¬ 
plies. and other material produced as a part 
of. or acquired in connection with the per¬ 
formance of, the work terminated by the 
Notice of Termination. < It) the completed or 
partially completed plans, drawings, infor¬ 
mation. and other property which, if the 
contract bad been completed, would have 
been required to be furnished to the Govern¬ 
ment: (7) use its best efforts to sell, in tho 
manner, at the times, to the extent, and at 
the price or prices directed or authorised by 
the Contracting Officer, any property of the 
types referred to In provision (6) of this 
paragraph: Provided. however, That the Con¬ 
tractor ill shall not be required to extend 
cridit to any purchaser, and (11) may acquire 
any such property under the conditions pre¬ 
scribed by and at a price or prices approved 
by the Contracting Officer: And provided fur - 
thcr. That the proceeds of any such transfer 
or disposition shall be applied in reduction 
of any payments to be made by the Govern¬ 
ment to the Contractor under this contract or 
shall otherwise be credited to the price or 
cost of the work covered by this contract or 
paid In such other manner as the Contracting 
Officer may direct; (8) complete performance 
of such port of the work as shall not have 
been terminated by the Notice of Termina¬ 
tion; and (0) take such action as may be 
necessary, or as the Contracting Officer may 
direct, for the protection and preservation of 
thr property related to this contract which 
t« In the possession of the Contractor and in 
which the Government has or may acquire 
an Interest At any time alter expiration of 
the plant clearance period, as defined in Sec¬ 
tion VIII, Armed Services Procurement Regu¬ 
lation. as it may be amended from time to 
time, the Contractor may submit to the Con¬ 
tracting Officer a Ust, certified as to quantity 
and quality, of any or all Items of termina¬ 
tion inventory not previously disposed of, 
exclusive of Items the disposition of which 
ha» been directed or authorised by the Con¬ 
tracting Officer, and may request the Govern¬ 
ment to remove such Items or enter into a 
storage agreement covering them. Not later 
than ftrteen (16) days thereafter, the Govern¬ 
ment will accept title to such Items and re¬ 
move them or enter Into a storage agreement 
covering the same: Provided , That the list 
submitted shall be subject to verification by 
the Contracting Officer upon removal of the 
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Items, or if the items are stored, within forty- 
five (45) days from the date of submission of 
the list, and any necessary adjustment to cor¬ 
rect the list as submitted shall be made prior 
to final settlement. 

(c) After receipt of a Notice of Termina¬ 
tion, the Contractor shall submit to the Con¬ 
tracting Officer Its termination claim, in the 
form and with the certification prescribed by 
the Contracting Officer, buch claims shall bo 
submitted promptly but In no event later 
titan two (2> years from the effective date of 
termination, unless one or more extensions 
in writing are granted by the Contracting 
Officer upon request of the Contractor made 
In writing within such two-year period or 
authorized extension thereof. However, if 
the Contracting Officer determines that the 
facts Justify such action, he may receive and 
act upon any such termination claim at any 
time after such two-year period or any exten¬ 
sion thereof. Upon failure of the Contractor 
to submit Its termination claim within the 
time allowed, the Contracting Officer may 
determine, on the basis of information avail¬ 
able to him. the amount, if any. due to the 
Contractor by reason of the termination and 
shall thereupon pay to the Contractor the 
amount so determined. 

(d) Subject to the provisions of paragraph 
(c), the Contractor and the Contracting Offi¬ 
cer may agree upon the whole or any part of 
the amount or amount* to be paid to the 
Contractor by reason of the total or partial 
termination of work pursuant to this clause, 
which amount or amounts may include a 
reasonable allowance for profit on work doqe. 
The contract shall be amended accordingly, 
and the Contractor shall be paid the agreed 
amount. Nothing in paragraph (e) of thia 
clause, prescribing the amount to be paid to 
the Contractor in the event of failure of the 
Contractor and the Contracting Officer to 
agree upon the whole amount to be paid to 
the Contractor by reason or the termination 
of work pursuant to this clause, shall be 
deemed to limit, restrict, or otherwise deter¬ 
mine or affect the amount or amounts which 
may he agreed upon to be paid to the Con¬ 
tractor pursuant to this paragraph (d). 

(e) In the event of the failure of the Con¬ 
tractor and the Contracting Officer to agree 
as provided In paragraph (d) upon the whole 
amount to be paid to the Contractor by rea- 
oon of the termination of work pursuant to 
this clause, the Contracting Officer shall de¬ 
termine. on the basis of Information available 
to him, the amount, if any, due to the Con¬ 
tractor by reason of the termination and 
shall pay to the Contractor the amounts de¬ 
termined. 

(f) Any determination of costa under par¬ 
agraph (c) or (e) hereof shall be governed 
by the Statement of Principles for Considera¬ 
tion of Coats set forth In Part 4 of 8ectlon 
VIIX of the Armed Services Procurement Reg¬ 
ulation. as In effect on the date of this 
contract. 

<g) The Contractor shall have the right of 
appeal, under the clause of this contract en¬ 
titled “Disputes/* from any determination 
made by the Contracting Officer under para¬ 
graphs (c) or (e) above, except that if the 
Contractor has failed to submit Its claim 
within the time provided in paragraph (c) 
above and has foiled to request extension of 
such time, he shall have no auch right of ap¬ 
peal. In any cose where the Contracting 
Officer has made a determination of tho 
amount due under paragraph (c) or (e) 
above, the Government shall pay to the Con¬ 
tractor the following: (I) U there is no right 
of appeal hereunder or If no timely appeal 
has been taken, the amount so determined by 
the Contracting Officer, or (U) if an appeal 
has been taken, the amount finally deter¬ 
mined on such appeal. 

(h) In arriving at the amount due the 
Contractor under this clause, there shall be 
deducted (1) all unliquidated advance or 
other unliquidated payments on account 
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theretofore made to the Contractor. (2) any 
claim which the Government may have 
against the Contractor in connection with 
this contract, and (3) the agreed price for. 
or the proceeds of sale of, any materials, sup¬ 
plies. or other things acquired by the Con¬ 
tractor or sold. pur. u mt to the provisions of 
this clause, and n«>. otherwise recovered by 
or credited to the Government. 

41> If the termination hereunder be par¬ 
tis!, prior to the settlement of the termi¬ 
nated portion of this contract, the Con¬ 
tractor may file with the Contracting Officer 
a request in writing for an equitable adjust¬ 
ment of the price or prices specified in the 
contract relating to the continued portion of 
the contract (the portion not terminated by 
the Notice of Termination), and such equi¬ 
table adjustment as may be agreed upon 
shall be made In such price or prices. 

(J) The Government may from time to 
time, under such terms and conditions as It 
may prescribe, make partial payments and 
payments on account against costs incurred 
by the Contractor In connection with the 
terminated portion of this contract whenever 
In the opinion or the Contracting Officer the 
aggregate of such payments shall be within 
the amount to which the Contractor will be 
entitled hereunder. If the total of such 
payments is In excess of the amount finally 
agreed or determined to be due under this 
clause, such excess shall be payable by the 
Contractor to the Government upon demand, 
together with Interest computed at the rate 
or 8% per annum, for the period from the 
date such excess payment is received by the 
Contractor to the date on which such excess 
is repaid to the Government: Provided. Jiotr- 
rrer. That no interest shall be charged with 
respect to any such excess payment attribut¬ 
able to a reduction In the Contractor s claim 
by reason of retention or other disposition 
of termination inventory until ten (!0i days 
after the date of such retention or dispo¬ 
sition. 

(k) Unless otherwise provided for In this 
contract, or by applicable statute, the Con¬ 
tractor. from the effective date of termina¬ 
tion and for a period of six (0) years after 
final settlement under this contract, shall 
preserve and make available to the Govern¬ 
ment at all reasonable times at the office of 
the Contractor, but without direct charge to 
the Government, all its books, records, docu¬ 
ments. and other evidence bearing on the 
costs and expenses, of tho Contractor uudrr 
this contract and relating to the work termi¬ 
nated hereunder, or. to the extent approved 
by the Contracting Officer, photographs, 
mJcrophotographs. or other authentic repro¬ 
ductions thereof. 

S 1007.2103-17 Subcontracts. Insert 
the clause set forth in f 1007.4030 <b>. 

ft 1007.2103-18 Utilization of small 
business concerns. Insert the clause set 
forth in ft 7.104-14 of this title. 

ft 1007.2103-20 Examination of rec¬ 
ords. When the contract results from 
negotiation. Insert the clause set forth in 
ft 7.104-15 of this title, and add thereto 
the paragraph (c> set forth in 
ft 1007.104-15: contracts resulting from 
advertising will not contain this clause. 

ft 1007.2103-21 Gratuities. Insert the 
clause set forth in ft 7.104-16 of this title* 

9 1007.2103-22 Renegotiation . Insert 
the clause set forth in ft 7.103-13 of this 
title. 

ft 1007.2104 Cfatfcses to be used when 
applicable. 

ft 1007.2104-1 Walsh-Ifealcv Public 
Contracts Act. According to the require¬ 
ment of ft 12.602 of this title and 
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I 1012.602 of this chapter, Insert the 
clause set forth In § 12.604 of this title. 

I 1007.2104—3 Military security re¬ 
quirements . According to the require¬ 
ments of 3 7.104-12 of this title, insert 
the clause set forth in that section. 

{ 1007.2104-4 Government •furnished 
property . According to the requirements 
of 8 13.502 of this title. Insert the clause 
set forth in ! 13.502 of this title. 

8 1007,2104-5 Reporting of royalties . 
According to the requirements of 8 9.110 
of this title. Insert the clause set forth 
therein, but see 8'9.110-2 of this title. 

f 1007.2104-6 Filing of patent appli¬ 
cations . According to the requirements 
of 8 9.100 of this title. Insert the clause 
set forth therein, but see 1 9.106-1 of this 
title. 

I 1007.2104-7 Patent indemnity. Ac¬ 
cording to the requirements of § 9.103 
of this title. Insert the appropriate clause 
or clauses set forth in that section with 
additional provisions as prescribed. \ 

5 1007.2104-3 Copyright . According 
to the requirements of Subpart B, part 9. 
of this title and subpart B. part 1009. of 
this chapter, insert the clause set forth 
in 4 9.202 or 9.204 of this title, as the 
case may be. 

5 1007.2104-9 Patent rights. Accord¬ 
ing to the requirements of 8 9.107 of this 
title, insert the appropriate clause or 
clauses set forth in that section, with 
additional provisions as prescribed. 

8 1007.2104-10 Reproduction and use 
of technical data . If the contractor is 
required to furnish technical data under 
the contract, such as reports, drawings, 
blueprints, or data, insert the clause set 
forth in f 9.112 of this title. 

5 1007.2104-11 Authorization and con¬ 
sent. If the contractor is required to 
furnish supplies under the contract, in¬ 
sert the clause set forth in I 8.102-1 of 
this title. 

8 1007.2104-12 Inspection and audit. 
According to the requirements of I 1007.- 
4023 insert the clause set forth that 
section. 

I 1007.2104-13 Priorities, allocations 
and allotments . According to the re¬ 
quirements of | 1.303-2 of this title, in¬ 
sert the clause set forth in f 7.104-18 of 
this tiUe. 

8 1007.2104-14 Approval of contract. 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause set forth in 8 7.105-2 of this 
title. 

8 1007.2104-15 Alterations in con¬ 
tract. According to Instructions for use 
in I 1007.105-1, insert the clause set forth 
in | 7.105-1 of this title. 

8 1007.2105 Additional clauses. The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses. 

8 1007.2105-1 Furnishing of materials 
and supplies by the Government at its 
option. According to the provisions of 
f 1007.4009, the clause in that paragraph 
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may be Inserted In contracts for repair, 
maintenance, or overhaul of Govern¬ 
ment property. 

3 1007.2105-2 Notice to the Govern¬ 
ment of labor disputes. The clause set 
forth in 3 7.105-3 of this title may be in¬ 
serted. 

f 1007 2105-3 General. Any other 
clause authorized by Chapter I of this 
title or this chapter, according to instruc¬ 
tions for use. may be used when neces¬ 
sary to cover the subject matter con¬ 
tained in such clause. 

SUBPART V—ClAUSES FOR TECHNICAL SERVICES 
CONTRACTS 

I 1007.2203 Required clauses. The 
following clauses will be inserted in all 
fixed-price contracts for technical serv¬ 
ices. 

I 1007.2203-1 Definitions. Insert the 
clause set forth in 3 7.103-1 of this title, 
adding the following sentence to para¬ 
graph <b> thereof: “The Commander of 
the Air Force activity to which any con¬ 
tractor personnel may be assigned here¬ 
under is hereby designated an authorized 
representative of the Contracting Officer 
with regard to contractor personnel so 
assigned.** and add the following para¬ 
graphs: 

|d) The terms "contractor employee" and 
"contractor personnel" as used throughout 
this contract shall be deemed to refer to all 
contract technical services personnel. Includ¬ 
ing all of the specific types of technlciAns re¬ 
ferred to In the Schedule, and shall be defined 
as persons, such as advisers. Instructors, or 
technical specialists, obtained through the 
contractor to perform services pertaining to 
the operation and maintenance engineering 
of Air Force equipment. The terms Include 
both: 

(!) "Technical representatives" who are 
employees of a manufacturer furnishing end 
Items of equipment to the Air Force, and 
furnishing services only in connection with 
such end Items; and 

III) "Contract technicians" who are em¬ 
ployees of a commercial concern furnishing 
services to the Air Force at least a part of 
which ure hi connection with end Items not 
manufactured by the contractor. 

<e» The term "man month" as used herein 
f hall be deemed to be the time devoted to the 
performance of services hereunder by oue 
contractor employee during a period of one 
calendar month. 

(!) The term "continental limits of the 
United States" an used herein means any 
place within the territorial limits of the 48 
states and the District of Columbia. 

fg) The term "domestic services" as used 
herein means services within the continental 
limits of the United States. 

<h) The term "overseas" as used herein 
means any place outside the continental 
limits of the United States. 

3 1007.2203-2 Changes. Insert the 
clause set forth in f 1007.4025. 

3 1007.2203-3 Inspection, Insert the 
clause set forth in 3 1007.4037. 

3 1007.2203-4 Payments. 

P ATM CHITS 

(a) The Contractor shall be paid In 
monthly Installments upon submission of 
properly certified invoices therefor for serv¬ 
ices rendered and accepted less deductions. 
If any, as herein provided. 

(b) Any payments in reimbursement of 
the cost of any transportation furnished by 
the Contractor for which It is entitled to be 


reimbursed under paragraph (a) of the 
Clause hereof entitled "Services Furnish* i 
by the Government" shall be made upon the 
submission of properly certified Invoices and 
other evidence satisfactory to the Contract¬ 
ing Officer covering the expenditures for 
which reimbursement is so sought. 

(c) If this contract provides for ovetTB^i 
services, the domestic rates, if any, sperin^i 
In the Schedule are applicable to that por¬ 
tion of Ujs time necessary for travel between 
the Contractor's plant and the overseas n|f<* 
which is spent within the continental limits 
of the United States. 

3 1007 2203-5 Assignment of claim 3. 
Insert the clause sei forth in 3 7.103-8 
of this title, but see 3 1007.103-8. 

I 1007.2203-6 Federal. State , and local 
taxes. Insert the clause set forth in 
3 11.401 of this title. 

3 1007.2203-7 Default . Insert the 
clause set forth in I 7.103-11 of this title. 

3 1007.2203-8 Disputes . Insert the 
clause sot forth in 3 7.103-12 cf this title. 

3 1007.2203-9 Conflict labor. Insert 
the clause set forth in 3 12.203 ol this 
title. 

f 1007.2203-10 Eight-hour law of 
1012. Insert the clause set forth in 
i 12.303-1 of this title. 

•3 1007.2203-1! Nondiscrimination in 
employment. Insert the clause set forth 
in 3 12.804 of this tiUe. 

3 1007.2203-12 Officials not to benefit. 
Insert the clause set forth in § 7.103-19 
of this title. 

3 1007.2203-13 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in| 7.103-20 of this title. 

I 1007.2203-14 Termination lor con¬ 
venience of the Government. Insert the 
clause set forth in 5 1008.752 of this 
chapter. 

3 1007.2203-15 Subcontracts for work 
or services. Insert the clause set forth in 
1 1007.4030 <b>. 

3 1007 2203-16 Inspection and audit. 
Insert the clause set forth in 3 7.4023 of 
this title. 

3 1007.2203-17 Examination of rec¬ 
ords. Insert the clause set forth in 
3 7.104-15 of this title, and add thereto 
paragraph tc) set forth in 3 1007.104-15. 

8 1007.2203-18 Gratuities. Insert the 
clause set forth in f 7.104-16 of this title. 

I 1007.2203-19 Renegotiation. Insert 
the clause set forth in | 1007.104-10. 

8 1007.2203-20 Contractor persotuir l, 

coprmACToa rxxsoNNxx. 

(a) Subject to the provision* of Part II of 
tho Schedule, the number of Contractor per¬ 
sonnel and the number of man-months speci¬ 
fied in the Schedule may bo exceeded with 
the prior written approval of the Contract:! ^ 
Officer, but only to the extent necessary to 
provide continuous service In the event that 
a transfer, reassignment, or other cause would 
result in an interruption of service. 

lb) Contractor personnel will normally be 
assigned to major air command headquar¬ 
ters. Such personnel shall perform services 
at such places within the command as tho 
Contracting omcer may direct. 

<o) The Contractor shaU be responsible for 

selecting personnel who are well qualified to 
perform the required services for supervising 
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techniques used In their work, and for keep¬ 
ing them Informed of ftU Improvements, 
change* and method* of opera Hone. 

id) Contractor personnel. upon assign¬ 
ment. either within the continental limits of 
the United State* or oversea*, are subject to 
aUl 24 hour* a day. Normally they will per- 
form their assigned duUe* on the same dally 
and hourly bust* as the personnel of the 
organisation to which they are assigned. 
Holiday* will be observed In accordance with 
the direction of the Commander of the air 
activity to which Contractor personnel are 
assigned. In the event that a Contractor 
employee Is required to perform service* 
hereunder on an observed holiday, reim¬ 
bursement shall be made a* provided in the 
Schedule. 

<e) The Contractor shall be required to 
furnish a replacement for any Contractor 
personnel who may be returned to the Con¬ 
tractor's plant or become Incapacitated or 
die or otherwise be unable to complete per¬ 
formance hereunder prior to the expiration 
of the period of performance, unless other¬ 
wise agreed upon by the parties hereto. 

(f) The Contractor shall furnish all acces¬ 
sary equipment, salaries and wage* of Its 
personnel, all coat* of subsistence and lodg¬ 
ing. costs of passport*, lmmrance, and any 
and all other costs In * connection with the 
renlees to be rendered hereunder except as 
otherwUe provided In the Clause hereof en¬ 
titled "Services Furnished by the Govern¬ 
ment.'* 

<g) The Contractor, promptly nfter receipt 
of official notice from the Contracting Officer 
that the services of Contractor personnel are 
required hereunder, shall furnish In writing 
to the Contracting Officer the name of each 
person assigned by the Contractor under this 
rontract, his qualification*, his security 
clearance, and such other pertinent Informa¬ 
tion *s the Contracting Officer may request. 
The Contractor ahall have the right to re¬ 
place or transfer It* personnel and to sub¬ 
stitute other qualified personnel In lieu 
thereof; provided, however, that such trans¬ 
fers or reassignment* will not be due cause 
for a break In services rendered and that such 
replacement* or transfers have been coordi¬ 
nated wttb the Contracting Officer. Any 
transfers or realignments for the conven¬ 
ience or the Contractor, including travel and 
training cost of replacement personnel, shall 
be at the Contractor's expense. Transfers 
and reassignment* of personnel shall be con¬ 
strued as being for the convenience of the 
Contractor unless directed or approved by 
the Contracting Officer or his authorized rep¬ 
resentative. The selection of personnel by 
the Contractor shall be subject to approval 
of the Contracting Officer. 

< h) The Contracting Officer may. if he finds 
It to be in the best Interest of the Govern¬ 
ment. direct the Contractor to remove, and 
the Contractor shall remove, any employee 
from an assignment to perform services 
under this contract. 

(I) The Contractor ahall furnish to and 
file with the Contracting Officer such copies 
of the Employment Contracts. If any, entered 
tutu with Contractor personnel engaged in 
P*rlarming the services to be rendered under 
thi* contract, us may bo required by the 
Contracting Officer. 

(J) Personnel employed by the Contractor 

here under and sent overseas ahull be ac¬ 
credited to the United States Air Force with 
a recognised status under the Hague Regula¬ 
tion* and the Geneva Covenants, shall be 
given proper credentials and Identification 
cards, shall wear a uniform when prescribed 
by the theater commander, shall be subject 
tc appropriate recognition under the rules of 
war, and shall be subject to such regulations 
m have been or may hereafter be issued by 
the United States Air Force governing Con¬ 
tactor personnel serving with the United 
otates Air Force in foreign theaters of opera¬ 
tion. - • ■ 
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(k) In accordance with the Uniform Code 
of Military Justice. Article 2. Contractor per¬ 
sonnel serving with, employed by. or accom¬ 
panying an armed force outside the conti¬ 
nental limits of the United 8tales and 
territories specified In Article 2 (It) and 2 
(12) are subject to the Uniform Code of 
Military Justice. 

J 1007.2203-21 Period of performance . 

Pnuoo or PoirosstANc* 

(a) The services shall be performed during 
the period set forth In PART III of the Sched¬ 
ule, but the time of starting and ending 
performance and the number of Contractor 
personnel furnished at any time shall be as 
directed by the Contracting Officer. 

(b) It I* understood that time necessary for 
Contractor personnel to proceed from the 
plant or plants of the Contractor to the site 
or site# for the performance of service* here¬ 
under shnlM>e considered as time spent in 
the performance of services hereunder. It is 
also understood that time necessary for the 
transfer of Contractor personnel between dif¬ 
ferent sites for the performance of services 
hereunder and time necessary for the return 
of such personnel to the plant of the Con¬ 
tractor shall be considered ns time spent In 
the performance of services hereunder. 

! 1007.2203-22 Services furnished by 
the Government . 

SrsvxcKs Fusnibiied ay tux Gove*nmi:«t 

In connection with services ip be rendered 
hereunder, the Government shall furnish and 
supply to the Contractor the following facili¬ 
ties and services: 

(a) Suitable transportation for Contractor 
personnel and their baggage and for any 
equipment to be furnished by the Contractor 
hereunder from the Contractor's plant to the 
site or sites of work, at any site of work while 
on official business, between sites of work, 
and return to the plant of the Contractor. 
In the event of failure by the Government 
to furnish suitable transportation, the Con¬ 
tractor shall furnish such transportation, and 
the Government will reimburse the Contrac¬ 
tor for the actual and reasonable cost of such 
transportation, provided the same has been 
approved as provided in this paragraph. All 
travel of Contractor personnel will require 
prior approval from the Commander, Air Ma¬ 
teriel Command, or the Commander of the 
major Air Command having operating re¬ 
sponsibility in connection with this contract, 
except that prior approval of nonexpenso 
travel in connection with the unit mission Is 
not required. 

(b) Use of Government communication 
faculties for the exchange of messages be¬ 
tween Contractor personnel snd the contrac¬ 
tor, where and when available Lf the Con¬ 
tractor Is unable to procure commercial 
communication services; but the use thereof 
shall be subject to the regulations of the 
Re presen tatlvcs of the Government in charge 
thereof. 

(o) Use of Government service* and agen¬ 
cies In the transmittal of funds to Contractor 
personnel and as a medium of commercial 
exchange for said personnel when adequate 
commercial services and facilitlea arc not 
available. 

(d) Contractor personnel assigned to Air 
Force activities wUl be accorded the same 
privileges as commissioned officers with re¬ 
gard to bachelor officer quarters, local trans¬ 
portation and messing, when available. 
Emergency medical faculties may be fur¬ 
nished as prescribed by applicable regula¬ 
tions. 

1 1007.2204 Clauses to be used when 
applicable . 

5 1007.2204-1 Military security re- 
vuirements. According to the require- 
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montA of ! 7.104-12 of this title, insert 
the clause set forth in that section. 

$ 1007.2204-2 Government-furnished 
property. According to the requirements 
of $ 13.502 of this title, insert the clause 
set forth in 3 13.502 of this title. Use the 
second alternative paragraph (f) thereof, 
deleting the following words found in 
lines 6 and 7: #, Thc clause or clauses of’: 
•‘designated in the Schedule.” Add the 
following paragraph (j): 

(J) Such equipment, service*, and facili¬ 
ties as are to be furnished and paid for by 
the Contractor under the provisions of tlio 
clause hereof entitled "Contractor Person¬ 
nel." if not commercially available to the 
Contractor after the Contractor has made 
every effort to procure the same, may be 
furnished by the Government. 8uch equip¬ 
ment, services, and facilities, when supplied 
by the Government for the Contractor per¬ 
sonnel shall be approximately of the same 
standard as supplied to commissioned offi¬ 
cers of the United States Air Force. In the 
event that such equipment, services, and 
foclUtlcs are supplied by the Government, 
an equitable adjustment of the fixed price 
to be paid to the Contractor hereunder shall 
be made by the Contracting Officer and the 
contract amended accordingly. Such equip¬ 
ment and faculties shall be considered Gov¬ 
ernment-furnished property and subject to 
the provisions of tills clause. 

$ 1007.2204-3 Capture and detention . 
Insert the following clause if the con¬ 
tract calls for oversea services where 
capture and detention of contractor per¬ 
sonnel is possible and if there will be 
additional cost to the Government with¬ 
out this clause: 

Cm*tv»and Dxtention 

In the event any Contractor personnel 
assigned to duty under this contract Is found 
to be missing from his place of employ¬ 
ment. whether or not such personnel then 
actually was engaged In the course of his 
employment, under circumstances support¬ 
ing an inference that his absence was due 
to the action of a hostile force or the force 
of any power not milled with the United 
States in a common military effort, or Is 
known to have been taken prisoner, hostage, 
or otherwise detained by a hostile force or 
the force of any power not milted with the 
United Slates in a common military effort, 
the time spent by such personnel during 
such detention (which shall be construed to 
Include the period untU such personnel Is 
returned to his place of employment, or to 
the United States, or death In fact U estab¬ 
lished by a finding by the Federal Security 
Administrator (hereinafter referred to as 
"Administrator'') or other Federal body hav¬ 
ing Jurisdiction or by other evidence satis¬ 
factory to the Contracting Officer, or death 
can legally be presumed to have occurred I 
shall not be considered as time spent In the 
performance of services hereunder and the 
Government shall not be obligated to make 
any payment on account of such personnel 
except as provided In this paragraph. The 
Contractor is authorized to snd shall enter 
into agreements with personnel hereunder 
to pay benefits to the extent not otherwise 
paid to such personnel In the event of, and 
during the Ume spent by such personnel 
during such detention, as construed above, 
which will equal the total wage due for such 
detention, as construed above, computed on 
the basis or wage rate being paid such per¬ 
sonnel at the Ume of such detention. Claims 
for benefits shall be made under applicable 
law with the Administrator. In the event 
that the Contractor Is obligated by agree¬ 
ment*. authorized above, to pay and shall 
have paid benefits in an amount not paid 
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or payable by the Administrator on account 
of such detention of auch personnel, the 
Government shall pay to the Contractor, in 
respect of such personnel during the period 
of such detention, as construed above, such 
Amount which when added to the amount 
paid or to be paid In respect of such per¬ 
sonnel by the Administrator, whether to the 
Contractor or otherwise, will equal the total 
wage due for such period of detention, ns 
construed above, computed on the basis of 
wage rate being paid such personnel at the 
time of such detention. Subject to the 
availability of funds therefor, the obligation 
of the Government to make payments pro¬ 
vided for by this paragraph shall continue 
in effect during the period of such detention, 
as construed above, and shall survive the 
earlier expiration or termination of this 
contract. 

5 1007.2204-4 Copyright. According 
to the requirements of Subpart B. Part 9, 
of thl* title and Subpart B. Part 1009, of 
this chapter. in.sert the clause set forth 
In * 9.202 of this title. 

8 1007.2204-5 Filing of patent appli¬ 
cations. According to the requirements 
of 8 9.106 of this title, insert the clause 
set forth therein, but sec 8 9.106-1 of this 
title. 

8 1007.2204-6 Notice and assistance 
regarding patent infringements. Accord¬ 
ing to the requirements of 5 9.104 of this 
title, insert the clause set forth therein. 

t 1007.2204-7 Reproduction and use 
of technical data. If the contractor is 
required to furnish technical data under 
the contract, such os reports, drawings, 
blueprints, or data, insert the clause set 
forth in 8 9.112 of this title. 

§ 1007.2204-6 Ajyproval of contract . 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, lasert 
the clause set forth in 9 7.105-2 of this 
title. 

5 1007.2204-9 Alterations in contract. 
According to the requirements of 
$ 1007.105-1 insert the clause set forth in 
8 7.105-1 of this title. 

§ 1007.2205 Additional clauses. The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses. 

8 1007.2205-1 Reports . 

Repoets 

(a> Each Contractor employee assigned for 
the performance of services hereunder shall 
originate and submit to the Government 
monthly technical reports. The reports shall 
bo In letter form and shall cover briefly his 
services and his recommendations on mainte¬ 
nance-engineering and operational difficulties 
encountered on Air Force equipment, and 
other pertinent Information. Contractor 
personnel are also authorized to submit 
‘'Unsatisfactory Reports'* upon observation 
of any unsatisfactory condition. 

< b) Reports shall bo forwarded by each 
Contractor employee to the Air Force office 
or offices designated In the schedule. 

8 10072205-2 General. Any other 
clause authorized by Chapter 1 of this 
title or tills chapter, according to instruc¬ 
tions for use. may be used when neces¬ 
sary to cover the subject matter con¬ 
tained in such clause. 

8 1007.2206 Required schedule provi¬ 
sions. The contract schedule will con¬ 


tain, among other statements, the fol¬ 
lowing provisions, to be completed with 
appropriate information. 

5 10072206-1 Part I—Services to be 
furnished. 

Past I—Somers To Bz Furnibhfd 

5 10072206-2 Part II—Consideration 
and payment . 

Past n— Considmutxon and Payment 

<a) The Government shall pay the Con¬ 
tractor upon aatlsfactory performance of this 
ooniracl. and upon the submission of prop¬ 
erly certified invoices or vouchers therefor, 
os full payment for the services to be supplied 
by the Contractor hereunder, as follows: 

(b) As or the date of execution of this con¬ 
tract. there has been allotted for It tho total 
amount set forth below. This amount may 
be Increased from time to time by the Gov¬ 
ernment solely at Us discretion. If at any 
time the Contractor has reason to believe 
that by reason of the performance by It of 
this contract the amount due to U will ex¬ 
ceed the sum allotted to this contract. It 
shall notify the Contracting Officer to that 
effect. Notwithstanding any other provision 
of this contract, the Contractor shall not be 
obligated to furnish any services pursuant 
to this contract if. in the best Judgment of 
the Contractor, the cost of such services will 
exceed the amount then shotted to this con¬ 
tract. The Government shall not be ob¬ 
ligated to pay the Contractor under this con¬ 
tract any amount In excess of the sum al¬ 
lotted. 

I 10072206-3 Part HI—Period of per¬ 
formance . 

Past III—Pnuoo or Pcxtorma nck 

The Services of the Contractor personnel 
called for under Part I hereof shall be fur¬ 
nished when and os required during the fol¬ 
lowing periods: 

f 1007.2207 Schedule provisions to be 
used when applicable. 

5 1007.2207-1 Period of performance 
beyond the end of the fiscal year. Where 
the period of performance of a contract 
extends beyond the end of a fiscal year, 
tiie following clause will be inserted as a 
lettered paragraph to part II of the 
schedule: 

Pxxiod or PzarosMANcz Beyond tick End or 
Fiscal Yeas 

Notwithstanding the period of perform¬ 
ance set forth herein, payment under this 
contract for performance after 30 June 195_. 
Is subject to the appropriation and av&U- 
abllity of funds. Upon funds becoming avail¬ 
able the Government will allot to this con¬ 
tract by Change Order the funds available 
or rfecetsary to pay for complete performance. 

8 10072207-2 Option to extend serv¬ 
ices at same rates . Where an option is 
desired to extend the contract beyond the 
end of a fiscal year at the same rate fixed 
in the contract, the following clause will 
be inserted as a lettered paragraph to 
part III of the schedule: 

Option To Extend Services at Same Rates 

The Government la granted the option of 
extending any and all items of services under 
this contract to cover a total of ........ ( ) 

additional man-months of services by__ 

Contractor personnel to be rendered during 
the period commencing I July SO., and 
ending-- 10... This op¬ 

tion may be exercised by the Government 

either for the entire ..........._.... ( ) 

months or. from time to time, for any part 
thereof. The exercise of the option will be 


evidenced by a Change Order to this contract 
The rates set forth In Part 11 of the 8chediu« 
hereof for the initial period ending 30 June 
105.. shall be applicable to any extension 
made pursuant to this option provision. 

f 1007.2207-3 Option to extend serv¬ 
ices at provisional rates . Where an op¬ 
tion is desired to extend the contract 
beyond the end of a fiscal year at pro¬ 
visional rates which are later to be fixed 
after negotiation, the following clause 
will be Inserted as a lettered paragraph 
to part III of the schedule: 

OmoN To Extend Sexvices at Pxovxsicnai 
Rates 

The Government Is granted the right and 
option or renewing or extending this con¬ 
tract as to any or all Items of services under 
this contract for any additional period* of 
time but not to exceed a total additional 
period of ...... ( ) man-months. This 

option to extend the contract will be exer¬ 
cised by a Change Order to this contract It 
is understood and agreed that the rates speci¬ 
fied In Part 11 of this Schedule shall be con¬ 
sidered as interim provisional rates for pay¬ 
ment purposes applicable to the period of 
extension pending the completion of the 
negotiation of rates which are to be mutually 
agreed upon for such extended period. Upon 
completion of negotiations, the rates mu¬ 
tually agreed upon for the additional period 
will be evidenced by an appropriate Supple¬ 
mental Agreement or another contract. Fail¬ 
ure to agree upon rates shall bo deemed to 
be a dispute concerning a question or Isct 
and shall be disposed of In accordance with 
the cIauec hereof entitled ‘ Disputes/* Noth¬ 
ing herein contained shall be consfhicd as 
Indicating that the provisional rates to be 
paid during the extension period are or are 
not fair and reasonable compensation to tbs 
Contractor for services rendered. 

SUBPART W—CLAUSES TOR TIMI AND 
MATERIALS CONTRACTS 

5 10072303 Required clauses . The 
following clauses will be inserted in all 
time and materials contracts. 

8 10072303-1 Definitions . Insert the 
clause set forth in 9 7.103-1 of this title. 
The term “direct labor/* as used in the 
Payment clause, will be defined in the 
schedule. 

8 10072303-2 Changes . 

Changes 

The Contracting Officer may at any time, 
by a written order, within the general scops 
of this contract, and without notice to any 
sureties, make changes in (I) drawing* de- 
aigns. or specifications, (1ft) direct the addl- 
tlon of work or servlcea. (ill) make changes 
In method of ahlpptng or packing, and < left 
make changes In place of delivery. If auch 
changes require a change in tbs time of 
performance of the work called for here¬ 
under, the contract shall be modified in 
writing accordingly. The hourly rate set 
forth in the schedule shall not be adjusted 
by reason of any change ordered under this 
clause. 

8 1007.2303-3 Inspection. 

Inspection 

(a) All material and workmanship shall be 
subject to Inspection and test by representa¬ 
tives of the Government. For this purpose, 
the Contractor shall allow, at all reasonable 
times. Inspectors and other Government per¬ 
sonnel free access to the plant and operations 
and shall furnish such facilities as may be re¬ 
quired for the work. The Contractor shsfl 
Inform the Inspector when the work Is ready 
for Inspection. The Government represents- 
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tire shall have the right to (1) require the 
replacement of part* which are not In accord- 
Mice with applicable apeclflcaUona, and (it) 
require the correction of defects. 

ib) The Contractor ahull provide and 
maintain an Inspection system acceptable to 
the Government covering the Inspection of 
the supplies and services furnished under this 
contract. Records of all Inspection work by 
the Contractor shall be kept complete and 
available to the Government during the per¬ 
formance of the contract. 

(c) The Contractor agrees that It will em¬ 
ploy only qualified and competent employee* 
in the performance of this contract and that 
the iervlcea performed will conform to the 
highest professional standards for the work 
involved. 

(dt Prior to final acceptance by the Gov¬ 
ernment. any correction of defects In supplies 
or cervices, or replacement of materials to 
make the Item conform to oontract require¬ 
ments, which correction or replacement is 
mode necessary by Inferior workmanship or 
materials, shall be at no coat to the Govern¬ 
ment. 

(•) Pinal acceptance by the Government 
shall be conclusive except as regards latent 
delects, fraud, or such gross mistakes as 
amount to fraud. The Contractor shall, be¬ 
fore or after final acceptance, remedy defects 
or failures due to such causes at no coat to 
the Government. 

1 1007.2303-4 Payments. 

Payments 

The Contractor shall be paid as follow* 
upon the submission of properly certified In¬ 
voices or vouchers approved by the Contract¬ 
ing Officer: 

(a) Time Rate. 

0) The amounts computed by applying the 
■pproprlate time rate or rates set forth In the 
schedule to the number of direct labor hours 
performed, which rates shall include wugee, 
overhead, general and administrative expense 
and profit. Fractional parts of an hour shall 
be payable on a prorated basis. The Con¬ 
tractor will substantiate voucher* by evi¬ 
dence of actual payment and by Individual 
dally Job timecards, preferably signed by the 
workers performing the services. Payments 
will normally be made at Contractor's payroll 
intervals, but may be varied by the Contract¬ 
ing Officer If conditions so warrant. 

(it) Notwithstanding the provisions of sub¬ 
paragraph (I) hereof, the Contracting Officer, 
u provided In the schedule, shall withhold 
payment of certain amounts due under this 
contract. Such amount* shall become pay¬ 
able upon completion of this contract. 

<1111 Unless provisions of the schedule 
hereof otherwise specify, the hourly rate or 
rates set forth In the schedule shall not be 
varied by virtue of the Contractor having 
performed work on an overtime basts. If the 
schedule provides rate* for overtime, the pre¬ 
mium portion of those rates will not bo 
reimbursable unless the overtime la approved 
In writing by the Contracting Officer. 

(b) Material* (Including Subcontracts). 

(1) Allowable coats of direct materials shall 

he determined by the Contracting Officer In 
accordance with Part 2, Section XV, of the 
Armed Services Procurement Regulation. 
The contractor shall support all material 
tmu claimed by submit ting paid Invoices 
or core roam requisitions. Direct materials 
®* referenced by this clause are defined M 
those materials which enter directly into tho 
end product, or which are used or consumed 
directly in connection with the furnishing 
of such product. 

<U> The cost of subcontracts which aro 
auihorlxed pursuant to the clause hereof cn- 
Utled “Subcontracts" shall be reimbursable 

oostA hereunder. 

(ill) The Contractor shall, to the extent 
of its ability, procure materials at the most 
advantageous price* available, with due re¬ 
gard to securing prompt delivery, of satls- 
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factory materials, take all cash and trade 
discounts, rebates, allowances, credits, sal¬ 
vage. commissions, and bonifications, and 
when unable to take advantage of such bene¬ 
fit* tt shall promptly notify the Contracting 
Officer to that effect and the reason therefor. 
Credit shall be given to tire Government for 
cash and trade discounts, rebates, allowances, 
credit*, salvage, the value of resulting scrap, 
when the amount of such scrap Is apprecia¬ 
ble, commissions and bonifications which 
have accrued to the benefit of the Contractor 
or would have so accrued except for the fault 
or neglect of the Contractor. Such benefit* 
lost through no fault or neglect on the part 
of the Contractor or lost through fault of 
the Government, shall not be deducted from 
gross costs. 

(c) As of the date of execution of this 
contract, there has been allotted for It the 
total sum cct forth In the schedule. This 
sum may be Increased from time to time by 
the Government solely at Us discretion, and 
the contract ahull be amended accordingly. 
Notwithstanding any other provisions of this 
contract, the Contractor shall not be obli¬ 
gated to perform any service*, pursuant 
hereto, the aggregate price of which when 
added to the aggregate price of all service# 
theretofore furnished pursuant hereto wxiuld 
exceed said sum. IX at any time the Con¬ 
tractor considers it likely that the aggregate 
amount set forth In the schedule may be ex¬ 
ceeded within 45 days, the Contractor will so 
notify the Contracting Officer and the parties 
may thereupon enter Into negotiations for an 
amendment to or modification of this con¬ 
tract, a# may be appropriate. Anything in 
this contract to the contrary notwithstand¬ 
ing. the Government shall not be obligated 
to pay to the Contractor any amount in ex¬ 
cess of the sum allotted for this contract. 

I 1007.2303-5 Assignment of claims. 
Insert the clause set forth in 9 7.103-8 of 
this title, but sec 9 1007.103-8. 

9 1007.2303-6 Excusable delays. In¬ 
sert the clause set forth tn J 7.203-11. 

9 1007.2303-7 Disputes. Insert the 
clause set forth In 9 7.103-12 of this title. 

9 1007.2303-8 Notice and assistance 
regarding patent infringement. Insert 
clause set forth In 9 9.104 of this title. 

5 1007.2303-9 Buy American Act. In¬ 
sert clause set forth in 5 7.103-14 of this 
title. 

| 1007.2303-10 Convict labor. Insert 
the clause set forth in 5 12.203 of this 
title. 

5 1007.2303-11 Eight-hour law of 
1912. Insert the clause set forth in 
5 12.303 of Uris title. 

5 1007.2303-12 Walsh-Healey Public 
Contracts Act. Insert the clause set 
form in 5 12.604 of mis title. 

5 1007.2303-13 Nondiscrimination in 
employment. Insert the clause set form 
in 3 12.802 of this title. 

5 1007.2303-14 Officials not to benefit . 
Insert the clause set forth In 5 7.103-19 
of mis title. 

5 1007.2303-15 Covenant against con¬ 
tingent fees. Insert the clause set form 
in f 7.103-20 of mis title. 

5 1007.2303-16 Termination. Insert 
the clause set forth in 5 1008.753 of this 
chapter. 

5 1007.2303-17 Renegotiation. Insert 
me clause set forth in 5 7.103-13 of this 
title. 
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I 1007.2303-18 Subcontract*. 

SUaCOKTOACTS 

(a) No contracts mhall be made by the Con¬ 
tractor for the furnishing of any of the work 
herein contracted tor without the written 
approval of the Contracting Officer. For tho 
purposes of this clause, purchase or raw ma¬ 
terial or commercial stock Items shall not 
be considered work. 

(b) The Contractor agrees that no subcon¬ 
tract placed under this contract shall pro¬ 
vide for payment on a CG6t>plus-perventage- 
of-cost basis. 

5 1007.2303-19 Records. Insert the 
clause set forth in 5 7.203-7 of this title. 

5 1007.2303-20 Gratuities. Insert me 
clause set forth In 5 7.104-16 of tills title. 

5 1007.2303-21 Government-furnished 
property. According to me requirements 
of § 13.502 of this title and 5 1013.502 of 
this chapter. Insert the clause set forth 
in § 13.502 of this title. 

5 1007.2303-22 Reporting of royalties. 
Insert the clause set forth in ( 9.110 of 
this title, but see 5 9.110-2 of mis Utle. 

5 1007.2304 Clauses to be used when 
applicable. 

9 1007.2304-2 Shipments. According 
to me requirements of 5 1007.4004, insert 
the clause set forth In mat section. 

5 1007.2304-3 Military security re¬ 
quirements. According to the require¬ 
ments of I 7.104-12 of mis Utle. insert 
the clause set forth in that section. 

6 1007.2304-4 Copyright. According 
to the requirements of Subpart B, Part 9, 
of mis Utle and Subpart B, Part 1009, of 
this chapter, insert the clause set fqrth in 
5 9.202 or 5 9.204 of this Utle as appro* 
prlatc. 

5 1007.2304-5 Reproduction and use of 
technical data. If me contractor is re¬ 
quired to furnish technical data under 
the contract, such as reports, drawings, 
blueprints, or data, insert me clause set 
forth in 5 9.112 of this Utle. 

5 1007.2304-0 Authorization and con¬ 
sent. If the contractor is required to 
furnish supplies under the contract, in¬ 
sert me clause set form in § 9.102-1 of 
mu Utle. 

5 1007.2304-7 Filing of patent appli¬ 
cations. According to the requirements 
of f 9.106 of this title, insert the clause 
set forth therein, but see 5 9.106-1 of this 
tiUe. 

5 1007.2304-8 Patent indemnity. Ac¬ 
cording to the requirements of 5 9.103-3 
of mu Utle. insert the clause set forth 
in § 9.103-1 (a) of thisUUe. 

5 1007.2304-9 Priorities . allocations 
and allotments. According to the re¬ 
quirements of 9 1.308-2 of thU Utle. in¬ 
sert the clause set form in 9 7.104-18 of 
this UUe. 

9 1007.2304-10 Approval of contract. 
Whenever me contract requires manual 
approval, other man by me contracting 
officer, prior to becoming effective, insert 
the clause set form In | 7.105-2. 

5 1007.2304-11 Alterations in contract. 
According to me requirements of 
9 1007.105-1. insert me clause set forth 
in 9 7.105-1 of mis title. 
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RULES AND REGULATIONS 


i 1007.2305 Additional clauses. The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses. 

8 1007.2305-1 Notice to the Govern¬ 
ment o/ labor disputes. The clause set 
forth in § 7.105-3 of tills title may be in¬ 
serted. 

8 1007.2305-2 General . Any other 
clause authorized by Chapter I of this 
title and tills chapter, according to in¬ 
struction for use. may be used when 
necessary to cover the subject matter 
contained in such clause. 

SUBPART X—CLAUSES, SCHEDULE PROVISIONS. 

AND EXHIBITS FOR INSTRUCTION Of MILITARY 

PERSONNEL AT CIVILIAN SCHOOLS, COUECES. 

AND UNIVERSITIES 

I 1007.2403 Required clauses . The 
following clauses will be inserted in all 
contracts for instruction of military 
personnel at civilian colleges and 
universities. 

8 1007.2403-1 Definitions. Insert the 
clause set forth in 8 7.103-1 of this title 
and add the following paragraph desig¬ 
nated •*«!>••: 

(d> In addition, the following terms and 
definitions ahail govern Tor the purposes of 
this contract: 

“Course"—A series of lectures and/or In¬ 
structions and/or laboratory periods relating 
to one particular field of science or learning. 

"Curriculum**—The course os selected by 
one student for hia course of Instruction. 

8 1007.2403-2 Inspection. 

iHSrOCTlOH 

The Contractor agrees to permit the Con¬ 
tracting Officer, or his duly authorised rep¬ 
resentative. to max* Inspections ol the school 
faculties and courses offered. 

5 1007.2403-3 Disputes. Insert the 
clause set forth In I 7.103-12 of this title. 

8 1007.2403-4 Convict labor. Insert 
the clause set forth In 8 12.203 of this 
title. 

I 1007.2403-5 Eight-hour law of 1912. 
Insert the clause set forth in 8 12.303-1 of 
this title. If the contract 1s with a State 
or a political subdivision thereof, preface 
the clause as directed in 5 12.303-2 of this 
title. 

5 1007.2403-6 Nondiscrimination in 
employment. Insert the clause set forth 
in i 12.802 of this title. 

$ 1007.2403-7 Officials not to benefit. 
Insert the clause set forth In $ 7.103-19 
of this title. 

8 1007.2403-8 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in 5 7.103-20 of this title. 

§ 1007.2403-9 Termination. 

TKSJtflNATlOH * 

(a) The performance of work under this 
contract may be terminated by the Govern¬ 
ment in accordance with this clause In whole, 
or from time to time in part, whenever. (1) 
the Contracting Officer ahali determine that 
any such termination 1* for tho best interest 
of the Government, or <il) the student vol¬ 
untarily. or at the request of the Contractor, 
withdraws from any course or courses. 
Whenever termination is effected pursuant 
to < 1 1 above, Contracting Officer shall deliver 
to the Contractor a written notice of termi¬ 


nation specifying the extent to which per¬ 
formance of work under this contract shall 
be terminated and the effective date of such 
termination. Whenever termination Is ef¬ 
fected under (U) above, the student, after 
receiving approval of the Commandant. 
USAP Institute of Technology, shall notify 
the Contractor and the Contracting Officer of 
the effective date of his withdrawal and upon 
receipt by the Contractor of any such notice, 
it shall, unless the Contracting Officer directs 
otherwise, discontinue all the work and 
activity specified by such notice at the time 
set forth therein. 

(b) In tiie event of termination In whole 
or in part, the Contractor shall be paid (I) 
all fees then due and owing and theretofore 
unpaid, and (II) all accrued fee*. In accord¬ 
ance with the established policies of the Con¬ 
tractor if termination Is effected during any 
period of Instruction. 

8 1007.2403-10 Revised fees. 

Rrvuo Pxw 

The consideration, as set forth In each 
exhibit issued hereunder. U based on the 
Contractor's standard fees on the date of 
such exhibit. The Contractor shall have the 
right to change any or all fees for any suc¬ 
ceeding semester after the first semester or 
period of Instruction upon written notice 
to the Government thirty (30) days prior to 
the commencement of such semester, but In 
no event to a greater amount than that 
charged for other students pursuing the 
. some or similar course of Instruction. In the 
event of such notice, the Government shall 
have the option to accept or refuse the re¬ 
vised fee basis. If the Government electa 
to refuse the revised fee basis, it may pro¬ 
ceed to terminate the contract under tho 
terms of the clause hereof entitled "Termi¬ 
nation.** 

$ 1007.2403-11 Change in -curriculum. 

CHANGE IN CURRICULUM 

The Contracting Officer may vary the cur¬ 
riculum as selected by tho student, but shall 
not require nor make any change In any 
course as offered by the Contractor without 
the Contractor's consent. 

8 1007.2403-12 Reports and with¬ 
drawal of students. 

Retorts a no Withdrawal or Students; 

(a) The Contractor shall submit to the 
Contracting Officer at the end of each term or 
semester, and at such other times as tho 
Contracting Officer may direct, a written re¬ 
port containing the progress and grades of 
each student and such other Information as 
the Contracting Officer may require: Pro¬ 
vided. That any report required by the Con¬ 
tracting Officer not regularly furnished other 
students pursuing the same or similar cur¬ 
riculum will be paid fox by the Government 
at a rate agreed upon in advance either In 
an original exhibit or an amended exhibit. 

(b) Any student who, In the opinion of 
the Contracting Officer, falls to maintain a 
satisfactory standing In the course In which 
ho has been enrolled or whom the Contract¬ 
ing Officer, for any reason whatsoever, deslree 
to remove from such oourse. may, at the op¬ 
tion of the Contracting Officer, be withdrawn 
at any time. In such event, or in the event 
that the Contractor dismisses any student 
for breach of its regulations, the matter shall 
be treated as a partial termination and Uie 
tuition for such student shall be computed 
In accordance with the clause hereof entitled 
•’Termination." 

§ 1007.2403-13 Gratuities. Insert the 
clause set forth in 8 7.104-16 of this title. 

8 1007.2403-14 Examination of rec¬ 
ords Insert the clause set forth in 
5 7.104-15 of this title. 


I 1007.2404 Clauses to be used when 
applicable. 

$ 1007.2404-1 Alterations in contract . 
According to the requirements for use in 
8 1007.105-1, insert the clause set forth 
In 8 7.105-1 of this title. 

8 1007.2406 Schedule provisions. The 
following provisions will be set forth in 
the schedule, and will be completed with 
appropriate information: 

8 1007.2406-1 Part 1—Services to be 
furnished. 

Part I—Services To Be Furnished 

(a) The Contractor shall enroll and pro¬ 
vise Instruction during the period ..._ 

to----for ........_not to ex¬ 
ceed -students, who ahali be military 

personnel of the United States Air Force 
selected by the Government and acceptable 
to and approved by the Contractor. In the 
courses and for the respective periods of time 
determined as hereinafter provided. 

(b) Requests by the Government for In¬ 
struction shall be by deUvery to the Con¬ 
tractor of an exhibit to this contract as 
hereinafter provided. 

(c) Tiie total number of student* specified 
In paragraph (a) above will be divided Into 
groups or classes. Classes wlU be consecu¬ 
tive unless otherwise mutually agreed upon. 
Each exhibit will be presented In sextuvll* 
cate by the Government to and completed by 
the Contractor to show the approved curri¬ 
culum to be pursued by each student, the 
coot thereof and the total cost of all students 
In the particular class Involved. The exhibit 
shall be then forwarded In qulntupllcate to 
the Contracting Officer for approval. Upon 
approval by the Contracting Officer each ex¬ 
hibit will be given an appropriate number, 
and a copy thereof, executed by the Con¬ 
tracting Officer, shall be returned to ths 
Contractor. 

<d) All students accepted by the Contrac¬ 
tor shall be registered In the same mannrr a* 
civilian students and shall be subject to the 
same academic regulations, and ahali Imre 
the same privileges, including use of all fs- 
duties and equipment normally furnished by 
the Contractor to all students. 

(e> In the event It is desired to amend an 
exhibit Issued hereunder for any reason, an 
amended exhibit will be Initiated by the Gov¬ 
ernment and forwarded to the Contractor for 
completion and signature, who shall then 
process the same In the same manner as an 
original. Such amended exhibit shall be»r 
the same number as the original exhibit la 
addition to the appropriate amendment 
number. 

(f) Unless otherwise provided herein, ail 
necessary textbooks, laboratory manuals, and 
other equipment required for use by Indi¬ 
vidual students will be procured by said 
students at their own expense. 

§ 1007.2406-2 Part II — Consideration , 
payment and voucher. 

Part II—CONsioraATiON. Payment and 
Voucher 

(a) The Government will pay to the Con¬ 
tractor. as compensation, the coat of the 
course of Instruction of each student as set 
forth In the exhibit covering his enrollment, 
which cost will In no event be a greater 
amount than charged for other itudents pur¬ 
suing the same or similar curriculum: Pro¬ 
vided, That. If the Contractor regularly 
charges higher rate* of tuition for students 
who are not residents of the state In which 
the Contractor Is located, the Contractor 
may charge the Government not In excess of 
the lowest rates applicable to such non¬ 
resident students, 
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(bl The Government win pay th© compen- 
lAUon »tated in paragraph (ft) above in 

Advance as follow*: 

11 ) For each class In which the students 
are enrolled, upon the receipt from the Con¬ 
tracting Officer of an approved copy of tho 
exhibit as provided In paragraph <c) of Part 
1 hereof, the Contractor will submit to the 
Contracting Officer a voucher In qulntupli- 
cate. covering each exhtbti separately, for 
preaudit and forwarding through channels 
to the Disbursing Officer, USAF. indicated on 
the cover peg* of this contract. Said voucher 
shall include: 

a. contract number and period of Instruc¬ 
tion to which voucher pertains. 

b Names of all students covered by 

voucher. 

c. itemized statement of charge for each 

student. 

d. Designation of voucher as “first/' '‘sec¬ 
ond.’' “final/* etc., as the case may be. 

e A certificate reading us follows: 

“I certify that the above bill Is correct and 
just, and payment therefor has not been 
received.* 

(c) Final settlement of said exhibit will 
be made by presentation and payment of a 
voucher designated by the Contractor as 
•’Final Voucher/* Upon payment of such 
final voucher, the obligations of the parties 
with respect to said exhibit shall automat¬ 
ically crusc and terminate, and final settle¬ 
ment shall be deemed accomplished. 

Id) Advance payments to be made under 
the terms hereof arc authorized by 31 U. S. 0. 
6201 . 

(e) Checks for refunds to the Government 
oneing out or termination, or for other 
cau*e», shall be drawn in favor of Treasurer 
of the United States, and shall be sent by the 
Contractor to the Administrative Contract¬ 
ing Officer who will record the tame and for¬ 
ward such checks to the proper Disbursing 
Officer, USAP. 

8 1007.2407 Exhibits . 

8 1007.2407-1 Exhibit for enrollment. 
The following exhibit will be used for the 
enrollment of personnel: 

Hkaoquabtxxs 

USAP Institute or Techkoioct 

Wsjoht-Pattoson Ala Poacx Bass, Ohio 


(Date) 

Exhibit No. --to Contract No.. 

To: 

1. A group eonrUtlng of_Air Force stu¬ 

dents La scheduled to enroll In a class at your 
Institute In accordance with the terms of 
tne contract jcltcd In the upper right-hand 
corner of this exhibit for a course of Instruc¬ 
tion in ...-beginning .. 

sna ending-—-— in accordance with 

your letter dated ................ accepting 

they? atudenta. 

2. It Is requested that, after these students 
ore enrolled, you execute the portion of this 
WfcibU immediately following, In qutntu- 
pltcate. snd send It as soon os practicable to 
lh« Contracting Officer, USAP Institute of 
Technology, 


(Contracting Officer) 


(Date of enrollment) 
To: Contracting Officer 

UHAP Institute of Technology 
Wrigbt-Patterson Air Force Base, Ohio 

1. Tht group of Air Force students enumer- 
*>|*d In the attached continuation sheet has 
enrolled at this Institution for a course 

w Instruction In ...__ beginning 

•-........ and ending .......____ 


2. The curriculum to be pursued by tho 
student© and the coat thereof are set forth 
In such continuation sheet. 

3. It Is certified that these charges are not 
greater than that charged for other students 
pursuing the same or similar curriculum. 

4. Th; itemized charges due or to become 
due on account of such enrollment for each 
class or other period of instruction are as 
follows: 


(Contractor) 

By ----- 


(Title) 


(Address) 

$ 1007.2407-2 Exhibit for approving 
course* and allotment of funds . The 
following exhibit will be used for approv¬ 
ing courses of instruction and allotment 
of funds: 


(Date) 

Exhibit No.to Contract No-- 

To: 

The enrollment of ....__ in the 

(Name) 

course of instruction enumerated above is 
approved. 

The supplies and services to be obtained by 
this exhibit are for the purposes set forth in, 
and are chargeable to. allotments below enu¬ 
merated, the available balances of which are 
sufficient to cover the cost thereof. 


(Contracting Officer) 

8 1007.2408 Changes to be made for 
contracts issued under Air Force Regula¬ 
tion 34-3. The following changes will be 
made in clauses set forth in 44 1007.2403 
through 1007.2400-2 in contracts which 
are issued pursuant to Air Force Regula¬ 
tion 34-8. 

(a) All references to USAF Institute of 
Technology will be deleted and the title 
and address, where applicable, of the in¬ 
stallation issuing the contract will be 
substituted therefor. 

<b* In 4 1007.2403-9, Termination, de¬ 
lete the words "after receiving approval 
of the Commandant. USAF Institute of 
Technology/' paragraph <a). lines 11 and 
12. Insert the words “by the Govern¬ 
ment its proportionate share of "between 
the words "shall be paid" and ~(i) all 
fees" in paragraph <b), line 2. 

<c) In 4 1007.2406-2, Part II— Consid¬ 
eration. Payment and Voucher, delete the 
first three lines of paragraph (a) and 
substitute therefor: 

(a) The Government will pay to the Con¬ 
tractor. as compensation._percent of 

the tuition cost of the course or Instruction 
of each student as act forth in tho exhibit 
covering his enrollment, the balance of all 
other coats being collected by the contractor 
from each student, which coots will in no 
event be great......... 

Cd) In 4 1007.2407-1, Exhibit for En¬ 
rollment. delete paragraph 4 of the ex¬ 
hibit addressed to the contracting officer 
and to be signed by the contractor and 
substitute: 

4. The tuition charges due or to become 
due on account of such enrollment for eacb 
class or other period of instruction, of which 
the Government is to pay .. percent, are as 
follows: 


SUBPART Y—CLAUSES AND ARRANGEMENTS 
FOR UTTER CONTRACTS 

I 1007.2503 Arrangements for letter 
contracts. The following arrangements 
will be used for all letter contracts. 

4 1007.2503-1 Cover page. The fol¬ 
lowing will be used as the cover page for 
all letter contracts. 

Contract No. .......... 

LrmK Contsact 
between 

DitaktM rs t or tux Am Fojici 
and 


(Contractor) 

Contract for:____- 

Administrative Information: 

(Insert designation and address of disbursing 
finance officer) 

is designated cui the officer to make pay¬ 
ments, if any, in accordance with this con¬ 
tract. 

The sums to be expended by the Govern¬ 
ment hereunder are chargeable to the follow¬ 
ing allotments, the available balances of 
which are sufficient to cover the same: 

The office having orveraU administrative re¬ 
sponsibility for this roc tract is: 

Contractor's Invoices or vendor’s shipping 
documents used as Invoices shall be made 
out to the Finance Officer designated to make 
payment hereunder, if any. and shall bo sent 
by the Contractor to the Administrative Of¬ 
fice for recording and forwarding to the 
Finance Officer for payment. Point of In¬ 
spection and Acceptance and F. O. B. Point: 
Type Contract Contemplated: 

Purchase Request No: 

Buyer: 

Equipment Class: 

Program: 

This Instrument has been negotiated pur¬ 
suant to section 2 (c) of Public Law 413, 
60th Congress. 

4 1007.2503-2 Introduction. The fol¬ 
lowing will be used os an introduction to 
ail letter contracts: 

Contract No. 

Name* 

Address: 

Dxaa Sins: 

4 1007.2503-3 Signatures and accept¬ 
ance. The following will be used at the 
end of all letter contracts for acceptance 
and execution thereof: 

Tux United Statts of Amxoxca, 
By.. 

(Contracting officer) 

Accepted_-__... 19,. 

__.. Affix Corporate Seal 

' (Contractor) 

By. 

(Name, official title) 

Note. Type or print names under all 
signatures. 

4 1007.2504 Required clauses for fixed- 
price letter contracts. The following 
clause* wUl he inserted in all letter con¬ 
tract* contemplating a fixed-price de¬ 
finitive contract. Clause* will bj con¬ 
secutively numbered. Any clause listed 
under 4 1007.2504-3 which is Inapplicable 
to a specific contract may be deleted from 
that contract. Additional clauses, ap¬ 
plicable to a specific contract <auch as 
added patent clauses), may be incor¬ 
porated by reference in Exhibit "A" to 
the contract. 
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RULES AND REGULATIONS 


f 1007.2504-1 Introductory paragraph . 

An order la hereby placed with the con¬ 
tractor for the furnishing to the Government 
of ihe supplies or service* net forth in Ex¬ 
hibit "A** attached hereto and hereby made 
a part hereof. 

fi 1007.2504-2 Direction to proceed . 

Except a* otherwise expressly provided to 
the contrary herein, the Contractor U di¬ 
rected. upon Its acceptance of this order, to 
proceed immediately to procure the neces¬ 
sary materials, and to oommcncc the manu¬ 
facture of the supplies or performance of the 
services called far herein, and to pursue such 
work with all diligence to the end that the 
supplies may be delivered or service# per¬ 
formed at the earliest practicable date. 

9 1007.2504-3 Contract clauses for in¬ 
corporation by reference, (a) The provi¬ 
sions of the contract clauses set forth in 
the following sections of the Armed Serv¬ 
ices Procurement Regulation (Subchap¬ 
ter A. Chapter I. of this title), in effect 
on the date hereof and the additional 
clauses which are made a part of this 
Letter Contract in Exhibit “A" are here¬ 
by Incorporated into this letter contract 
by reference with the same force and 
effect as though herein set forth in full: 

If 7.103-1 (Definitions); 7.103-2 (Changes); 

7.103- 3 (Extras); 7.105 4 (Variation in 
Quantity): 7.103-5 (Inspection); 7103 6 
(Responsibility for Supplies); 7.103 8 (As¬ 
signment of Claims); 7.103-9 (Additional 
Bond Security): 11.401 (Federal State and 
Local Taxes); 7.103-12 (Disputes); 7.103-13 
(Renegotiation); 7.103-14 (Buy American 
Act); 12.309-1 (Eight-Hour Law of 1012); 
12.004 (Waliih-Hcalcy Public Contracts Act); 
12.802 (Nondiscrimination In Employment); 

7.103- 10 (Omclala Not To Benefit); 7.103-20 
(Covenant Against Contingent Pees); 7.104- 
10 (Aircraft in the Open); 7.104-12 (Military 
Security Requirements); 7.104-14 (Utilisa¬ 
tion of 8mall Business Concerns); 7.104-16 
(Examination of Records); 7.104-16 (Gratui¬ 
ties); 7J04-18 (Priorities, Allocations and 
Allotments); 12 203 (Convict Labor); 0.104 
(Notice and Assistance Regarding Patent In¬ 
fringement); 9.110 (Reporting of Royalties); 
0 106 (Filing of Patent Applications); 9.102-1 
(Authorisation and Consent); 9 107-1 
(Patent Rights); 0.202 (Copyright); 0 112 
(Reproduction and Use of Technical Data); 
and 13.502 (Government-Furnished Prop¬ 
erty) of this title. 

(b) Reference In any of the clauses 
enumerated in paragraph (a) of this sec¬ 
tion to contract prices or adjustments in 
contract prices and delivery schedules to 
tiie extent such are not specifically in¬ 
cluded in this Letter Contract, shall be 
inapplicable, except that any adjust¬ 
ments in amounts finally payable to the 
Contractor, or in time of performance 
required by such clauses, shall be made 
either at the time of settlement of Con¬ 
tractor's termination claims or shall be 
taken into account at the time of execu¬ 
tion of the definitive contract contem¬ 
plated herein. 

9 1007.2504-4 Provision for defini - 
Using contract. 

By the Contractor's acceptance hereof, tt 
undertakes, without delay, to enter Into 
negotiations with the Department of the Air 
Parcc looking to the execution of a definitive 
contract which will Include the clauses 
enumerated above and all other applicable 
claiues then required by Federal Law. Execu¬ 
tive order, and applicable procurement regu¬ 
lations to be included in contracts for sup¬ 
plies or services of the kind herein described. 


The definitive contract win also contain a 
detailed delivery schedule and prices, terms 
and conditions as agreed to by the parties 
which may or may not be at variance with 
the provisions of this order. It is expected 
that such definitive contract will be exe¬ 
cuted prior to __— and will be a 

fixed-price-type contract. 

9 1007 . 2504-5 Authority to obligate 
funds. 

The maximum amount for which the Gov¬ 
ernment shall bo llnbte if this contract Is 
terminated Is $——. and any expenditure 
or obligation by the Contractor In excess of 
that amount, in furtherance of performance 
hereunder, shall be at the Contractor’s own 
ri*Jc. 

{ 1007 . 2504-6 Termination . 

Texmixation 

(a) In cass a definitive contract U not 
executed by the date specified in the clause 
hereof entitled ^Provision for Dcfinltislng 
Contract." because of the inability of the 
parties to agree upon a definitive contract, 
this order may be terminated In Its entirety 
by either party by delivering to the other 
party a notice In writing apecifytng the effec¬ 
tive date of termination, which date shall 
not be earlier than thirty (30) days after 
receipt of such notice. 

(b) The performance of work under this 
order may be terminated by the Government, 
in accordance with this clause. In whole, or 
from lime to time in part, whenever the Con¬ 
tracting Officer shall determine that such 
termination Is In the beat interests of the 
Government. Any such termination shall be 
effected by delivery to the Contractor of a 
Notice of Termination specifying the extent 
to which performance of work Under this 
order Is terminated, and the date upon which 
such termination beoomea effective. 

(c) After receipt of a Notice of Termina¬ 
tion. and except as otherwise directed by the 
Contracting Officer, the Contractor shall (1) 
stop work under this order on the date and 
to the extent specified In the Notice of 
Termination; (2) place no further orders or 
subcontracts for materials, services, or facul¬ 
ties except as may be necessary for comple¬ 
tion of such portion of the work under this 
order as is not terminated; (3) terminate all 
orders and subcontracts to the extent that 
they relate to the performance of work 
terminated by the Notice of Termination; 

(4) assign to the Government, in the man¬ 
ner. at the times, and to the extent directed 
by the Contracting Officer, ail of the right, 
title, and Interest of the Contractor under 
the orders or subcontracts so terminated: 

(5) settle all outstanding liabilities and all 
claims arising out of such termination of 
orders and subcontracts with the approval 
or ratification of the Contracting Officer to 
ihe extent he may require, which approval or 
ratification shall be final for all purposes of 
this clause; (6) transfer title to and deUvcr 
to the Government, in the manner, at the 
times and to the extent, if any. directed by 
the Contracting Officer. (1) the fabricated or 
unfabricated parts, work In process, com¬ 
pleted work, supplies, and other material 
produced as a pan of. or acquired In respect 
of the performance of. the work terminated 
by the Notice of Termination, (ti) the com¬ 
pleted or partially completed plana, draw¬ 
ings. information, and other property which. 
If this order had been completed, would be 
required to be furnished to the Government; 
(7) use Its best efforts to soil In the manner, 
at the times, to the extent, and at the price 
or prices directed or authorized by the Con¬ 
tracting Officer, any property of the types 
referred to In provisions (6) of this para¬ 
graph: Provided, however. That the Contrac¬ 
tor (1) shall not be required to extend credit 
to any purchaser, and (II) may acquire any 
such property under the conditions pre¬ 


scribed by and at s price or prices approved 
by the Contracting Officer: And provided 
further , That the proceeds of any such trans¬ 
fer or disposition shall be Applied in reduc¬ 
tion of any payments to be made by the 
Government to the Contractor under this 
order or shall otherwise be credited to th« 
price or cost of work covered by this order or 
paid In such other manner as the Contract, 
ing Officer may direct; (8) complete per- 
forma nee of such part of the work as shall 
not have been terminated by the Notice of 
Termination; and (9) take such actio:, u 
may be necessary or as the Contracting Of¬ 
ficer may direct, for the protection and 
preservation of the property related to thu 
order which is In the possession of the Con¬ 
tractor and in which the Government hiu or 
may acquire an interest. At any time after 
expiration of the plant clearance period, sj 
defined In Section VOT, Armed Services Pro- 
cuwnent Regulation, or as It may be 
amended from time to time, the Contract.?: 
may submit to the Contracting Officer a Urt, 
certified as to quantity and quality, of any or 
alt Items of termination inventory not pre¬ 
viously disposed of, exclusive of items the 
disposition of which has been directed or 
authorised by the Contracting Officer, and 
may request the Government to remove such 
items or enter Into a storage agreement 
covering them. Not later than fifteen (15) 
days thereafter, the Oorernment win accept 
title to such items and remove them or enter 
Into a storage agreement covering the same: 
Provided. That the list submitted shall be 
subject to verification by the Ooatracttr.g 
Officer upon removal of the Items, or If the 
items are stored, within forty-five (43) day* 
from the date of submission of the list, and 
any necessary adjustments to correct the lut 
as submitted shall be mode prior to final 
settlement. 

(d). Alter receipt of a Notice of Termina¬ 
tion. the Contractor shall submit to tbs 
Contracting Officer its termination claim In 
the form and with the certification pre¬ 
scribed by the Contracting Officer. Buch 
claim ahull be submitted promptly, but In 
no event later than 2 years from the effective 
date of termination, unless one or more ex¬ 
tensions in writing are granted by tho Con¬ 
tracting Officer upon request of the Con¬ 
tractor made in writing within such 2-ycar 
period or authorised extension thereof. How¬ 
ever. if the Contracting Officer determine* 
that the facts Justify such action, he may re¬ 
ceive and act upon any such termination 
claim at any time after such 2-year period or 
any extenalon thereof. Upon failure of the 
Contractor to submit a termination claim 
within the time allowed, the Contracting 
Officer may determine, on the basis of in- 
forma tion available to him. the amount if 
any. due the Contractor by reason of tbs 
termination, and shall thereupon pay to the 
Contractor the amount so determined. 

(•) Subject to the provision of paragr \ ph 
(d) hereof, the Contractor and the Con¬ 
tracting Officer may agree upon the whole 
or any part of the amount or amount« to 
be paid to the Contractor by reason of th# 
total or partial termination of work pursuant 
to this clause. In th* event of any termina¬ 
tion pursuant to paragraph (a) hereof, such 
amount or amounts shall not include any al¬ 
lowance for profit or fee. In tho event of 
any termination pursuant to paragraph (b) 
hereof, such amount or amount* may include 
a reasonable allowance for profit or fee. but 
only on work actually done In connection 
with the terminated portion of this order. 
Any such amount shall not exceed the 
amount set forth in the clause hereof en¬ 
titled "Authority to Obligate Funds." Any 
such agreement shall bo embodied in an 
amendment to this order and the Contractor 
shall be paid the agreed amount. 

(f) IX the Contractor and the Contractu* 
Officer are not able to agree in whole or in 
part, as provided in paragraph (e) hereof. 







Saturday, March 1, 1958 

m to the amount or amounts to be paid to 
the Contractor In connection with the term¬ 
ination of work pursuant to this clause, the 
Gi'^rnment, without duplication of any 
amounts agreed upon in accordance with 
the above-cited paragraph (e). ihall pay 
to the Contractor an amount determined 
In accordance with the applicable cost 
principles of the Armed Services Procure¬ 
ment Regulation. In the evout of the term¬ 
ination of this order pursuant to paragraph 
do hereof, no allowance for fee or profit 
shall be Included In the amount to be paid 
the Contractor. 

(g) The Contractor shall have the right 
of aopeal, under the clause entitled "Dis¬ 
putes" incorporated In this order by refer¬ 
ence. from any detcrmlnatipn made by the 
Contracting Officer under paragraph (d) 
or <f) above (Including any dispute as to 
whether termination has in fact taken ntucc 
pursuant to par. (a) hereofl, except that 
If the Contractor has failed to submit a claim 
within the time provided In paragraph <d) 
hereof and has failed to request extension 
of »uch lime, the Contractor shall have no 
*uch right of appeal. If any case where the 
Contracting Officer has made a determina¬ 
tion of the amount due under paragraph 
(d) or (f) above, the Government shall pay 
to the Contractor the following: (1) if there 
Is no right of appeal hereunder or if no 
timely appeal has been taken, the amnuut 
so determined by the Contracting Officer, 
or (11) If an appeal has been taken, the 
amount finally determined on such appeal, 

(h) In arriving at the amount due to the 
Contractor under this clause, there shall be 
deducted (1) all unliquidated advance or 
other unliquidated payments theretofore 
made to the Contractor. (2) any claim which 
the Government may have against the Con¬ 
tractor in connection with this contract, 
and (3) the agreed price for. or the proceeds 
of sale of. any materials, supplies, or other 
things acquired by the Contractor or sold 
pursuant to the provisions of this clause 
and not otherwise recovered by or credited 
to the Government. 

(11 The Government may from time to 
time, under such terms and conditions as It 
may prescribe, make partial payments and 
payments on account against costs Incurred 
by the Contractor In connection with the 
terminated portion of the contract when¬ 
ever in the opinion of the Contracting Officer 
Uie aggregate of such payments shall be 
althln the amount to which the Contractor 
will be entitled hereunder. If the total of 
such payments Is in excess of the amount 
finally agreed or determined to be due under 
this clause, such excess shall be payable by 
the Contractor to the Government upon de¬ 
mand together with interest computed at the 
rate of 6 percent per annum, for the period 
from the date such excess payment Is re¬ 
ceived by the Contractor to the date on 
which such excess Is repaid to the Govern¬ 
ment: Prortded. hoimcr. That no Interest 
shall be charged with respect to any such 
*xce*« payment attributable to a reduction 
in the Contractor's claim by reason of re- 
tentlon or other disposition of termination 
inventory until 10 days after the date of such 
retention or disposition* 

fjl Unless otherwise provided In this con¬ 
tract or by applicable statute, the Conlrac- 
tar * JroIn the effective date of termination 
and for a period of 6 years after final settle¬ 
ment under this order, shall preserve and 
make available to the Government, at all 
rnisonable times at the office of the Con¬ 
tractor without direct charge to the Gov¬ 
ernment. all books, records, documents, and 
other evidence bearing on the coat and ex- 
jxmses under this order and re in ting to the 
wurk terminated, or. to the extent approved 
by the Contracting Ofilcer. photographs, 
microphotographs, or other authentic re¬ 
productions thereof. 


FEDERAL REGISTER 

f 1007.2504-7 Quality control specifi¬ 
cation. Insert the clause set forth in 
} 1007.4003. 

8 1007.2504-8 Subcontracts. Insert 
the clause set forth in 5 1007.4042. 

8 1007.2504-9 Provisions for execu¬ 
tion. 

The Contractor*# acceptance of this order 
will be Indicated by affixing Its signature to 
three copies thereof and returning the exe¬ 
cuted copies of tlie Contracting Officer not 

later than--- Such acceptance 

will constitute this order a contract on the 
terms set forth herein. 

8 1007.2505 Required clauses for cost- 
reimbursement letter contracts. The 
following clauses will be inserted in all 
letter contracts contemplating a cost- 
reimbursement definitive contract. 
Clauses will be consecutively numbered. 
Any clause listed under 8 1007.2505-3 
which U inapplicable to a specific con¬ 
tract may be deleted from that contract. 
Additional clauses, applicable to a spe¬ 
cific contract <such as added patent 
clauses), may be incorporated by ref¬ 
erence in Exhibit "A M to the contract. 

8 1007.2505-1 Introductory para¬ 
graph. Insert the clause set forth in 
8 1007.2504-1. 

8 1007.2505-2 Direction to proceed. 
Insert the clause set forth in 
8 1007.2504-2. 

8 1007.2505-3* Contract clauses incor¬ 
porated by reference. (a> The provisions 
of the contract clauses set forth in the 
following sections of the Armed Services 
Procurement Regulation <Subchapter A. 
Chapter I. of this title) in effect on the 
date hereof, and the additional clauses 
which are made a part of this letter con¬ 
tract in Exhibit *‘A" are hereby incor¬ 
porated into this letter contract by refer¬ 
ence. with the same force and effect as 
though herein set forth In full: 

If 7.103-1 (Definition#): 7.203-2(Change#): 
7.203-5 (Inspection of Supplies and Correc¬ 
tion of Defects); 7.103-8 (Assignment of 
Claims); 7.103-13 (Renegotiation); 7.203-7 
(Records): 7.203-8 (Subcontracts); 7.104-14 
(Utilization of Small Business Concerns); 
7.103-12 (Disputes); 7.103-14 (Buy American 
Act); 12.203 (Convict Labor); 12.303-1 
(Eight-Hour Law of 1912); 12604 (Walsh- 
Hcoley Public Contract# Act); 12 802 I Non¬ 
discrimination In Employment); 7.103-19 
(Officials Not To Benefit): 7.103-20 (Cove¬ 
nant Against Contingent Pecs); 13503 (Gov¬ 
ernment Property); 7.203-22 (Insurance Lia¬ 
bility to Third Persons); 7 104-12 a# modified 
by 7.204-12 (Military Security Require¬ 
ments): 7.104-16 (Gratuities); 7.104-18 

(Priori tie*. Allocations and Allotments); 
9.104 (Notice and Assistance Regarding Pat¬ 
ent Infringement); 9.106 (Piling of Patent 
Applications); 9.110 (Reporting of Royat- 
tles); 9.102-1 (Authorisation and Consent); 
9.107-1 (Patent Rights); 9 202 (Copyright); 
and 9.112 (Reproduction and Use of Techni¬ 
cal Data) Of tills title. 

Cb) Reference in any of tho clause* 
enumerated in paragraph (a) of thia 
section to contract costa or adjustments 
in fixed fee. if any. and delivery sched¬ 
ules to the extent such are not specifi¬ 
cally included in this Letter Contract, 
shall be inapplicable, except that any 
adjustments in amounts finally payable 
to the Contractor, or in time of perform¬ 
ance required by such clauses, shall be 
made either at the time of settlement of 
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Contractor's termination claims or shall 
be taken into account at the time of ex¬ 
ecution of the definitive contract con¬ 
templated herein. 

f 1007.2505-4 Provision for deflnitiz- 
ing contract. 

By the Contractor's acceptance hereof, it 
undertakes, without delay, to enter nego¬ 
tiations with the Department of the Air 
Porce looking to the execution of a defini¬ 
tive contract which will Include the clauses 
enumerated above and aU other applicable 
clause# then required by Federal law. Ex¬ 
ecutive order, and applicable procurement 
regulations to be Included In contracts for 
supplies or service# of the kind herein de¬ 
scribed. The definitive contract will also 
contain a detailed delivery schedule, esti¬ 
mated cost, fixed fee. If any, terms and con¬ 
ditions as agreed to by the parties which 
may or may not be at variance with the pro¬ 
visions of this order. It is expected that 
such definitive contract wUl be executed 

prior to ........._...__ and will be a 

cost-relmburscment-type contract. 

8 1007.2505-5 Authority to obligato 
funds. Insert the clause set forth in 
8 1007.2504-7. 

8 1007.2505-6 Termination. Insert 

the clause set forth In 8 1007.2504-6. 

5 1007.2505-7 Quality control. Insert 
the clause set forth in 8 1007.4013. 

8 1007.2505-8 Provision for execution. 

The Contractor's acceptance of this order 
will be Indicated by affixing its signature to 
three copies thereof snd returning the exe¬ 
cuted copies to the contracting officer not 
later than ............._........ Such ac¬ 

ceptance will constitute this order a con¬ 
tract on the terms set forth herein. 

8 1007.2506 Required clauses for fa¬ 
cilities letter contracts. The following 
clauses will be inserted in all letter con¬ 
tracts contemplating a definitive facili¬ 
ties contract. Clauses will be consecu¬ 
tively numbered. Any clause listed 
under 5 1007.2506-3 which Is inapplicable 
to a specific contract may be deleted from 
that contract. Additional clauses, appli¬ 
cable to a specific contract (such as 
added patent clauses), may be Incorpo¬ 
rated by reference in Exhibit ’ A” to the 
contract. 

f 1007.2506-1 Introductory par a • 
graph . . 

It la expected that the Government will 
enter Into a contract with the Contractor 
whereunder It will be furnished certain Gov¬ 
ernment-owned machinery and equipment 

for use in the production of__ 

in Its plant at ............... In accordance 

with scheduled Air Force requirements and 
will be authorized to perform Items of work 
as set forth In Exhibit **A." attached*. 

8 1007.2506-2 Direction to proceed. 

In anticipation of such contract the con¬ 
tractor is hereby authorized and directed, ex¬ 
cept os otherwise expressly provided herein 
to the contrary, (I) to accept such Govern¬ 
ment-owned machinery and equipment, and 
(II) to perform the Items of work specified In 
Exhibit "A." attached, subject to any prior 
written approvals required thereby. Nor¬ 
mally. no Item shall be authorised for 
manufacture or acquisition hereunder until 
It has been determined that a suitable like 
Item cannot be furnished by the Government 
(Department of the Air FUrce) out of Its 
Industrial Reserve; however, such require¬ 
ment can be waived solely at the discretion 
of the Contracting Officer. 
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1 1007.2506-3 Contract clauses incor¬ 
porated by reference. The provisions of 
the contract clauses set forth In the fol¬ 
lowing sections of the Armed Services 
Procurement Regulation (Subchapter A, 
Chapter I, of this title) and the Air 
Force Procurement Instruction (this 
subchapter) in effect on the date hereof, 
and the additional clauses which are 
made a part of this letter contract in 
Exhibit "A" are hereby incorporated 
into this letter contract by reference 
with the same force and effect as though 
herein set forth In full: 

(a) ASPR sections: 7.103-1 'Defini¬ 
tions) : 7.103-6 (Assignment of Claims»: 
7.203-7 (Records); 7.103-13 (Renegotia¬ 
tion); 7.104-14 (Utilization of Small 
Business Concerns); 7.103-12 (Dis¬ 
putes); 7.103-14 (Buy American Act); 
7.104-18 (Priorities* Allocations and Al¬ 
lotments); 12.203 (Convict Labor); 

12.303-1 (Eight-Hour Law of 1912); 
12.604 < Walsh-Hcaley Public Contracts 
Act): 12.802 (Nondiscrimination in Em¬ 
ployment) ; 7.103-19 (Officials Not To 
Benefit); 7.103-20 (Covenant Against 
Contingent Fees); 7.104-16 (Gratuities); 
9 104 (Notice and Assistance Regarding 
Patent Infringement); 9.110 (Reporting 
of Royalties); 0.102-1 (Authorization 
and Consent); and 7.105-3 (Notice to 
the Government of Labor Disputes) of 
this title. 

<b> AFPI sections: 1007.2703-3 (Fac¬ 
tual Appendices); 1007.2703-4 (Reports 
To Be Furnished by the Contractor); 

1007.2703- 7 (Taxes and Utilities): (In¬ 

spection and Access); (Cancellation of 
Subcontracts); 1007.2703-25 (Title); 

1007.2703- 26 (Possession); 1007.2703-27 

(Liability for Government-Owned Prop¬ 
erty ):. 1007.2703-28 < Maintenance»; 

1007.2703- 29 (Right of Diversion); 
1007 2703-30 <Responsibility for Dam¬ 
ages); 1007.2703-31 (Reservation of 
Rights); 1007.2704-1 (Labor Standards 
in Construction Contracts); and 

1007.2704- 6 (Government Bills of Lad¬ 
ing). 

$ 1007.2506-4 Provision for dc Unitiz¬ 
ing contract. 

By Acceptance hereof the Contractor un¬ 
dertakes, without delAy, to enter Into nego¬ 
tiation* with the United State* Air Force 
looking to the execution of a definitive con¬ 
tract which will Include Uie clause* enumer¬ 
ated above aud all other applicable clause* 
then required by Federal law. Executive or¬ 
der. and applicable procurement regulation*. 
The definitive contract will alao contain 
terms and conditions aj agreed to by the 
parties which may or may not be at variance 
with the provision* of thl* letter contract. 
It is expected that auch definitive contract 
will be executed prior to ____ 

5 1007.2506-5 Authority to obligate 
funds. 

The Contractor 1* not authorized to expend 
or to obligate the Government in further¬ 
ance of Jt» performance hereunder mare 
than $ -in the aggregate. 

ft 1007-2506-6 Use charge. 

It I* anticipated that the definitive eon- 
tract contemplated hereby will provide that 
the Contractor wtU pay a use charge for any 
use of the facilities provided hereunder for 
which legal consideration la not obtained by 
the Government through applicable Govern¬ 
ment prime contract*. 


H007.2506-7 Date for completion of 

work. 

It U agreed that the Contractor will use Its 
beet effort* to have the work or faclllttea pro¬ 
vided hereunder completed. ln*UUed or 
otherwise prepared for use on or before 


f 1007.2506-8 Termination. 

TCftMXHATIOM 

(a) In cmac the definitive 7»ntract Is not 
executed by the date specified In the para¬ 
graph hereof entitled ’‘Provisions for Defl- 
nlttzing Contract*' because of the Inability 
of the parties to agree upon a definitive con¬ 
tract, this letter contract, may be terminated 
In It* entirety by either party by delivering 
to the other party a notice In writing specify¬ 
ing the effective date of termination, which 
date shall not be earlier than 30 days after 
receipt of iruch notice. Termination at the 
option of the Contractor ahull not relieve the 
Contractor of any of It* obligation* or lia¬ 
bilities under any other Government con¬ 
tract. 

(bj The Government may at any time ter¬ 
minate thl* letter contract In whole or In 
part for Its convenience by giving the Con¬ 
tractor a written notice of such termination. 

(c) The Contractor will promptly termi¬ 
nate work hereunder and any order* placed 
hereunder for facilities as may be directed or 
required by any termination hereunder. 

id) Upon termination, the Government 
will reimburse the Contractor In an amount 
ur amounts to be agreed upon between the 
parties by negotiation, for the unreimbursed 
costs Incurred or obligated in the perform¬ 
ance of thin letter contract or that portion 
hereof so termliuited. The total reimburse¬ 
ment n to be rnudo under this paragraph (d) 
including »hy payments previously made 
hereunder shall not exceed the amount or 
amounts specified In the clause entitled ‘Au¬ 
thority To Obligate Funds’* hereof. In the 
event of the failure of the parlies to agree as 
to such amount or amounts, the Contracting 
Officer shall determine the omount or 
amounts of such cost under the “Disputes 
Claute'* of this contract. 

(e) It is agreed that upon any termination 
(either in whole or In part) becoming effec¬ 
tive. the Contractor will dispose of the Tac ill- 
ties subject to such termination as the 
Contracting Officer may direct, and the 
Contractor will be reimbursed for coats 
incurred with the approval of the Contract¬ 
ing Officer In connection with such disposal. 

5 1007.2506-9 Provision for execution. 

The Contractor's acceptance of this con¬ 
tract will be Indicated by affixing Its signa¬ 
ture to four copies or this letter and return¬ 
ing three of the executed copies forthwith to 
Headquarters, Air Material Command. At¬ 
tention: Indus trial Resources Division. Such 
acceptance will constitute this letter a con¬ 
tract on the terms set forth herein. 

SUBPART Z—CLAUSES FOR OPEN CONTRACTS 
FOR EQUIPMENT 

5 1007.2603 Required clauses. The 
following clauses will be inserted In all 
open contracts for equipment. 

I 1007.2603-1 Definitions. Insert the 
clause set forth in ft 7.103-1 of this title. 

I 1007.2603-2 Changes. Insert the 
clause set forth in § 7.103-2 of this tiUc. 

I 1007.2603-3 Extras, Insert the 
clause set forth in ft 7.103-3 of this title. 

I 1007.2603-4 Inspection. Insert the 
clause set forth in § 7.103-5 of this title. 

I 1007.2603-5 Responsibility for sup¬ 
plies. Insert the clause set forth in 
5 7.103-6 of this title. 


a 


ft 1007.2603-6 Assignment, of claim. 
Insert the clause set forth in § 7.103-S 
of this title, but sec 5 1007.103-8. 

f 1007.2603-7 Additional bond secur¬ 
ity. Insert the clause set forth in ft 7.103- 
9 of this title. 

I 1007.2603-8 Federal, State, and lo¬ 
cal taxes. Insert the clause set forth in 
111.401 of this title. 

1 1007.2603-9 Default. Insert the 
clause set forth in 5 7.103-11 of this 
title. 

ft 1007.2603-10 Disputes. Insert the 
clause set forth in 5 7.103-12 of this title. 

8 1007.2603-11 Notice and assistance 
regarding intent infringement. Insert 
the clause set forth in ft 9.104 of this 
title. 

I 1007.2603-12 Buy American Act. 
Insert the clause set forth in § 7.103-14 
of tills title. 

5 1007.2603-13 Convict labor. Insert 
the clause set forth In 3 12.203 of this 
title. 

3 1007 2603-14 Eight-hour law of 
1912. Insert the clause set forth in 
3 12.303-1 of this tiUe. 

I 1007.2603-15 Walsh-Healey Public 
Contracts Act. Insert the clause set 
forth in ft 12.604 of this title. 

5 1007.2603-16 Nondiscrimination in 
employment. Insert the clause set forth 
in ft 12.804 of this title. 

8 1007.2603-17 Officials not to benefit. 
Insert the clause set forth in 3 7.103-12 
of this title. 

I 1007.2603-18 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in { 7.103-20 of this title. 

ft 1007.2603-19 Termination for con- 
t^en fence of the Government. Insert the 
clause set forth in 3 8.701 of this title. 

ft 1007.2603-20 Renegotiation, Insert 
the clause set forth in 3 7.103-13 of this 
title. 

3 1007.2603-21 Examination of rec¬ 
ords. Insert the clause set forth in 
ft 7.104-15 of this title, and add thereto 
the paragraph (c) set forth In 3 1007.- 
104-15 of this title. 

ft 1007.2603-22 Gratuities. Insert the 
clause set forth In 3 7.104-16 of this title. 

J 1007.2603-23 Authorization and 
consent. Insert the clause set forth in 
3 9.102-1 of this title. 

ft 1007.2603-24 Subcontracts. Insert 
the clause set forth In ft 1007.4030 <a>» 

3 1007.2603-25 Inspection and audit. 
Insert the clause set forth In ft 1007.4023. 

ft 1007.2603-27 Delay in delivery of 
data. Insert the clause set forth in 
ft 1007.4036. 

I 1007 2603-28 Superseding specifica¬ 
tions. Insert the clause set forth in 
5 1007.4024. 

3 1007.2603-29 Quality control speci¬ 
fications. Insert the clause set forth in 
ft 1007.4013. 
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5 1007.2603-44 Governmen t-fur* 
nishcd property. Insert the clause set 
forth in $ 13.502 of this title. 

8 1007.2604 Clauses to he used when 
applicable. 

8 1007.2604-1 Utilization of small 
business concerns . According to the re¬ 
quirements of 8 7.104-14 of this title, 
insert the clause set forth in that section. 

8 1007.2604-3 Military security re¬ 
quirements. According to the require¬ 
ments of 8 7.104-12 of this title, insert 
the clause set forth in that section. 

8 1007.2604-4 Determination of prices. 
If the contract contains a price rede- 
termination clause, insert the following 
as an appropriate lettered paragraph 
thereof: “The prices set forth in Ex¬ 
hibits and SPCR’s hereunder shall be 
subject to this clause.*' 

8 1007.2604-5 Discounts. According 
to the requirements of 8 1007.4034, in¬ 
sert the clause set forth in that 
paragraph. 

8 1007.2604-6 Reporting of royalties. 
According to the requirements of 8 9.110 
of this title, insert the clauses set forth 
therein, but see 8 9.110-2 of this title. 

8 1007.2604-7 Filing of patent appli¬ 
cations. According to the requirements 
of 8 9.106 of this title, insert the clause 
set forth therein, but see 8 9.106-1 of 
this title. 

I 1007.2604-8 Copyrights. According 
to the requirements of Subpart B, Part 9. 
of this title and Subpart B. Part 1009, of 
this chapter, insert the clause set 
forth in 8 9.202 of this title. 

8 1007.2604-9 Reproduction and use 
of technical data. If the contractor is 
required tq furnish technical data under 
the contract such as reports, drawings, 
blueprints, or data, insert the clause set 
forth in 8 9.112 of this title. 

8 1007.2604-10 Priorities, allocations, 
and allotments . According to the re¬ 
quirements of 8 1.308-2 of this title, in¬ 
sert the clause set forth in 8 7.104-18 of 
this title. 

8 1007.2605 Additional clauses. 

8 1007.2605-1 Furnishing of materials 
and supplies by the Government at Us 
option. According to the provisions of 
8 1007.4009. the clause set forth in that 
section may be Inserted. 

I 1007.2605-2 Additional inspection 
requirements. According to the provi¬ 
sions of 8 1007.4015. the clause set forth 
in that section may be inserted. 

8 1007.2605-3 Certificate of accept¬ 
ance. Accordfng to the provisions of 
8 1007.4014, the clause set forth in that 
section may be inserted. 

8 1007.2605-4 Notice to the Govern¬ 
ment of labor disputes. According to 
the provisions of f 7.105-3 of this title, 
the clause set forth in that section may 
be inserted. 

8 1007.2605-5 Patent indemnity. Ac¬ 
cording to the provisions of 8 9.103-3 of 
this title, the clause set forth in 8 9.103- 
1 of this title may be inserted. 


RULES AND REGULATIONS 

8 1007.2605-6 General . Any other 
clauses authorized by Chapter I. of this 
title or this chapter not inconsistent with 
the clauses required In this subpart, ac¬ 
cording to instructions for use, may be 
inserted when necessary or desirable to 
cover the subject matter contained in 
such clauses. 

8 1007.2606 Schedule. Open contracts, 
to be completed, must also contain a de¬ 
scription of the articles and supplies to 
be furnished, the manner of establish¬ 
ing firm requirements procedures for 
effecting changes in requirements, and 
methods of pricing. 8ince these ele¬ 
ments will vary from contract to con¬ 
tract. the establishment of standard 
clauses is not practicable. It is the re¬ 
sponsibility of the Contracting Officer to 
negotiate with the Contractor special 
contract provisions which will accurately 
describe the procedures to be followed 
and which will adequately protect the 
Interests of the Government. Set forth 
in 88 1007^606-1 to 1007.2606-3 are pro¬ 
visions which may be used. Any varia¬ 
tion from, or addition to. these provi¬ 
sions will be the responsibility of the 
Contracting Officer, and, in addition, will 
have the concurrence of the office which 
will administer the contract. 

8 1007.2606-1 Articles and supplies to 
be furnished. Set forth in tills section Is 
a sample clause establishing the scope of 
the contract and the procedures for fix¬ 
ing firm requirements. A similar provi¬ 
sion covering, to the extent applicable, 
the subject matter below should be in¬ 
cluded in each contract. 

Articles and Supplies To Be Furnished 

(a) Hie Contractor shall furnish to the 
Government such spare ports, modification 
kits, components, and data for equipment of 
types which ore being or may hereafter be 
manufactured by the Contractor as the Gov¬ 
ernment may call for hereunder. Quantllkfc 
of the supplies to be furnished shall be de¬ 
termined os hereinafter provided. 

(b) From time to time the Government 
wlU furnish to the Contractor, through the 
Administrative Contracting Officer assigned 
to this oontract (hereinafter referred to as 
the “ACO"), Production Lists numbered 
serially, suffixed by depot designation, set¬ 
ting forth the items which the Government 
desires to procure, together with the desired 
delivery schedule and preservation, pack¬ 
aging. packing, and marking requirements 
therefor. Each such Production List shall 
set forth therein the estimated dollsr 
amount thereof and the allotments to be 
charged. Supplies of a critical nature in 
Production Lists shall bo earmarked with 
an asterisk preceding the part number and 
the Contractor agrees to achieve earliest 
possible delivery of such items. The Con¬ 
tractor will promptly delete from said list 
any Items rendered obsolete by design 
changes and Insert In lieu thereof super¬ 
seding and interchangeable Items, if any. in 
the same or lesser quantities, as appropriate. 
After these deletions and insertion, the list 
will be an Approved Production List. The 
Contractor will immediately transmit six 
copies of the Approved Production List, to¬ 
gether with any pertinent Information con¬ 
cerning the superseded Items and any super¬ 
seding noninterchongesble Items, through 
the AGO, to the Initiating Contracting Offi¬ 
cer, so that superseding part numbers can 
be procured on subsequent Production Lists. 
The Contractor will be obligated, subject to 
the fund limitation set forth in such list, 
to furnish the items in the quantities listed 


therein, and subject to Its rights elsewhere 
specified In this contract, the Government 
will be obligated to take delivery of the items 
ho furnished cm an Approved Production 
list. Where Approved Production lists do 
not contain a quantitative delivery sched¬ 
ule. the Contractor shall forward direct to 
the Initiating Contracting Officer, an Interim 
schedule indicating the estimated date of 
delivery of critical supplies. The Contractor 
is hereby authorized to make delivery In ad¬ 
vance of the schedule appearing on any Ap¬ 
proved Production List under tills contract. 

<c) The Contractor shall, if it cannot meet 
the desired delivery schedule, set forth its 
beet delivery schedule for the Items Involved 
on two copies of the Approved Production 
List and submit them directly to the ACO. 
The delivery schedule set forth in an Ap¬ 
proved Production List shall be subject to 
revision by negotiation between the ACO and 
the Contractor. 

(d) If It appears to the Contractor at any 
time that the total price of the total quan¬ 
tity of Items covered by an Approved Pro- 
ducion List is likely to exceed the funds thru 
allotted therefor, the Contractor shall no¬ 
tify the Initiating Contracting Officer 
through the ACO of the amount of such 
excess. Within thirty (30) days after receipt 
of such notice, the Government will either 
notify the Contractor It has taken action to 
Increase the funds allotted, or will notify the 
Contractor of the items or quantities to be 
deleted from such Approved Production U*\ 
In order to bring it within the dollar amount 
thereof. If the Government falls to act 
within sold thirty-day period, the Contrac¬ 
tor shall submit to the Initiating Contract¬ 
ing Officer through the ACO a recommenda¬ 
tion of the parts to be deleted to bring the 
Approved Production List within said dollar 
amount and the initiating Contracting on¬ 
cer shall approve or disapprove such recom¬ 
mendation within ten (10) days after re¬ 
ceipt thereof. If the Initiating Contracting 
Officer falls to act within said ten (10) ctay 
period the recommendation of the Contrac¬ 
tor shall be deemed to have been approved 
and the Production Lists shall be mod fled 
accordingly. If the Government deic*<s 
Items or quantities from an Approved Pro¬ 
duction List, such action shall be considered 
a partial termination under the clause hereof 
entitled Termination for Convenience of the 
Government. 

8 1007.2606-2 Design changes. Set 
forth in this section is a sample clause 
describing the effect on this type of con¬ 
tract of changes made under related con¬ 
tracts. A similar provision covering, to 
the extent applicable, the subject matter 
in this section should be included in each 
contract. 

Demon Changes 

(a) As used in this clause: 

(I) “Government-approved production de¬ 
sign change" or “changes In design'* shall 
be deemed to Include without limitation all 
engineering changes. Improvements or »ub- 
stitutlons us may be approved or coordinat'd 
by the Department of the Army, the Navy or 
the Air Force, as appropriate, or the au¬ 
thorized representative thereof; 

(II) "Interchangeable" shall be deemed to 
relate to (A) I natal lat tonal, functional or 
physical Interchangeability of complete ar¬ 
ticles or subassemblies, or (B) physical) "f 
functional Interchangeability of the detail 
parts within complete articles or subassem¬ 
blies: 

(III) "Publication" shall mean the Issuance 
by the Engineering Department of the Con¬ 
tractor to all parties concerned (include* 
the Government) of specified directions to be 
used In making a change In design (call'd 
"Engineering Change Order No/*); 

(iv) "Analysis of Spare Parts Change* 
(hereinafter referred to us "ASPC“) shall be 
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deemed to relate to all parts, subassemblies 
ox complete articles on order hereunder af¬ 
fected by a Government-approved production 
tir^ign change, and not merety to ‘‘porta." 

ib) Ail Government'approved production 
dnlgn changes In parte, subassemblies or 
completed articles furnished or to be fur¬ 
nished by the Contractor directly or in¬ 
directly to the Department of the Air Force 
shall be deemed to affect the corresponding 
Items ordered under this contract wherever 
lb* Contractor determines: 

(i) performance or durability Is affected 
to such an extent that superseded pans, sub- 
assemblies or complete articles must be dis¬ 
carded in service for reasons of safety or 
unsatisfactory functioning; 

till dimensions of porta, subassemblies or 
complete articles are affected to such an ex¬ 
tent that tbs superseded or superseding 
part/!, subassemblies or complete articles are 
uot directly and completely Interchangeable 
with re»pcct to installation or performance; 
or 

(ill) Mtperaeded parts are limited to use in 
tpectflod articles or models of articles and the 
tuperarding parts are not so Limited. 

tc i When any Government-approved pro¬ 
duction design change affects items ordered 
hereunder, the Contractor shall submit ons 
copy of each new or changed drawing not 
previously furnished and ten copies of an 
ASPC to the A CO within thirty working days 
from the date of publication by the Contrac¬ 
tor of such change. The ACO shall transmit 
these drawings and ASPC* to the initiating 
Contracting Officer. ASPC's shall be num¬ 
bered trenaily and suffixed by depot designa¬ 
tion. and shall conform to the ASPC format 
attached hereto. 


dollar amount and the allotments to be 
charged 

(b) If the proposed Priced Exhibit or 
Proposed Priced &PCR la approved by the 
ACO, It shall be a numbered exhibit to the 
contract. If the ACO and the Contractor 
falls to agree on Prices In the Proposed 
Priced Exhibit or Proposed SPCH. the failure 
to agree shall be deemed a disagreement ss 
to a question of fact which shall be disposed 
of in accords nee with the clause hereof en¬ 
titled “Disputes.** The ACO shall reduce to 
writing by a Proposed Priced Exhibit or Pro¬ 
posed Priced SPCR his decision, containing 
prices he believes fair and reasonable. The 
prices decided by the ACO shall be paid upon 
all deliveries, pending final decision of the 
dispute. 

<c) Upon approval of any Priced Exhibit 
or Priced 8PCR. the ACO shall deUver a copy 
thereof to the Contractor and forward one 
copy thereof bearing his written approval to 
the Finance Officer designated to make pay¬ 
ments under this contract. Upon the Gov¬ 
ernment's acceptance of delivery of any of 
the Items listed on sny Approved Priced 
Exhibit or Approved Priced SPCR. the Con¬ 
tractor ahull be entitled to be paid therefor 
at the price# shown on the Approved Priced 
Exhibit or Approved Priced SPCR. 

(d) The Contractor shall be paid, upon 
the submission of properly certified Invoices 
or vouchers, monthly for partial deliveries 
accepted by the Government, or, when re¬ 
quested by the Contractor, payment for ac¬ 
cepted partial deliveries lhall be made when¬ 
ever ruch payment would equal or exceed 
either *1.000 or 50% of the total amount of 
tills contract. 


(d» An ASPC bearing tbc written approval 
of the initiating Contracting Officer and hav¬ 
ing set forth therein the estimated dollar 
amount and the allotments to be charged 
shall be forwarded to the Contractor through 
the ACO. Thereupon the obligations of the 
parties hereto shall be the same as set forth 
in the clause hereof entitled •‘Articles and 
Supplies to bo Furnished’* with respect to 
Approved Production List*. 

f 1007.2603-3 Procedure for pricing . 
Set forth In this section is a sample 
clause describing pricing procedures and 
method of payment. A similar provi¬ 
sion covering, to the extent applicable, 
the subject matter in this section should 
be included in each contract 

Psocxduxx voi Paict no 

<s> As soon as possible after receipt by tbs 
Contractor from the ACO of a Production 
Uit or an Approved ASPC. but In no event 
more than sixty (SO) days after such receipt, 
the Contractor shall prepare and submit to 
uf\s ACO, as the case may be, (I) a Proposed 
Pric ed E xhibit, numbered the same as the 
Approved Production Lists with the unit and 
total prices and the delivery schedule cover- 
lag the Items shown thereon, or (U) m Pro- 
****** Priced Spare Parts Chang© Request 
l nyrmatter referred to as "SPCR") num- 
**ed me same as the Approved ASPC to 
which It pertains and consisting of the com¬ 
plete ASPC with the unit and total prices 
*nd the delivery schedule covering the items 
shown thereon. A reproducible original and 
t legit fifteen (15) copies of the Proposed 
weed Exhibit or the Proposed Priced SPCR. 

MLi» h# w Ctoe 01117 wl *l be prepared and 
■nail be delivered promptly by the Con- 
trsetor to the ACO. The reproducible and 
three copies shall carry at the end thereof 
» certificate manually signed by an officer 
I* P#nKm Authorised to bind the Con- 
-ac.or, stating that the prices therein rep- 
<P»taUon. Each such Exhibit 
or shall require the written approval 
AC °' * t>t,n K that the price* therein 
g reasonable. Each such Exhibit 

°* i'PCR shall set forth therein the total 


SUBPART AA—CLAUSES FOR FACILITIES 
CONTRACTS 

I 1007.2703 Required clauses. The 
following clauses shall be Inserted in all 
facilities contracts: 

f 1007 2703-1 Definitions. Insert the 
clause set forth in 5 7.103-1 of this title. 

I 1007.2703-3 Facilities to be provided. 
Insert the following clause: 

Pachjtixi To Bs Pjiovioed 

(a) By the Contractor: 

(I) The Contractor shall with due expedi¬ 
tion perform the items of work set forth in 
the Schedule, subject to the approval require¬ 
ments set forth therein. 

(II) The approvals required for the fore¬ 
going shall be requested by the Contractor 
prior to performance; but the Contracting 
Officer may at his discretion grant such ap¬ 
provals subsequent to performance with like 
effect as If granted prior to performance. 
Normally, no Item shall be approved for man - 
ufocture or acquisition hereunder until It 
has been determined that a suitable like item 
cannot be furnished by the Government (De¬ 
partment of the Air Ftorcc) out of Its In¬ 
dustrial Reserve; however, such requirement 
can be waived solely at the discretion of the 
Coj if roc ting Officer. 

(ill) The Government reserves the right to 
furnish to the Contractor f. o. b. care or 
carrier's equipment at Contractor's plant or 
at the point nearest thereto that rail carrier 
service Is available any or all of the facilities 
to be provided by the Contractor hereunder 
in lieu of the providing thereof by the Con¬ 
tractor. 

(b> By the Government: 

(l) The Government shall furnish to the 
Contractor the existing Government-owned 
facilities set forth in the Schedule. Surh 
property shall become subject to all the terms 
and conditions hereof upon receipt thereof 
by the Contractor unless otherwise provided 
in the Schedule. 

(U) Such facilities shall be provided with¬ 
out warranty express or implied on the port 
of the Government ss to serviceability or fit¬ 


ness for use. subject to the right of the Con¬ 
tractor seasonably to Inspect and reject the 
same for good and sufficient reason. All per¬ 
sonal property included in the facilities pro¬ 
vided pursuant to this paragraph (b) not 
presently located at tbo location specified In 
the Schedule, will be delivered to the Con¬ 
tractor at such location or at the paint near¬ 
est thereto that rail carrier service is avail¬ 
able. os soon as practicable after the date af 
approval of this contract, transportation 
charges prepaid. 

5 1007 2703-3 Factual appendices . In¬ 
sert the following clause: 

Factual Aftxh dices 

Within three months after the date of ap¬ 
proval of this contract, and at throe-month 
intervals thereafter during the life of this 
contract, the Contractor shall submit a list 
of the facilities provided hereunder and not 
previously listed, together with a list of any 
necessary changes or deletions of items on 
previous lists: Provided. however. That no 
such list# shall be required for any period 
In which there have been no additions to or 
changes or deletions of previous listings. 
Such lists will be identified as “Factual Ap¬ 
pendix A" to this contract or supplements to 
such appendix. They will contain (1) a sum¬ 
mary. by categories, of expenditures to date 
under this contract. (2) a list of all recover¬ 
able items of property provided hereunder for 
which reimbursement is made hereunder and 
(3) a list of Government-furnished property 
provided hereunder and shall be In a form 
to be agreed upon between the Contractor 
and the Contracting Officer. Such lists shall 
be certified os correct by a responsible repre¬ 
sentative of the Contractor. Upon approval 
and distribution thereof, such lists shall be 
considered Incorporated herein by reference, 
It being understood, however, that such lists 
will be binding upon the parties hereto only 
to the extent that they do not conflict with 
the supporting documentation. 

5 1007.2703-4 Reports to be furnished 
by the contractor . Insert the following 
clause: 

Rxtouts To Be Fraxtswm bt thx Contxactox 

The Contractor, Insofar aa It Is able, shall 
furnish the Government, upon written re¬ 
quest therefor, such reports, estimates and 
other Information regarding the subject 
matter of this contract as the Contracting 
Officer finds necessary and reasonable. In¬ 
cluding such records and data with respect 
to such facilities as may be required by the 
Contracting Officer for Industrial planning 
or other purposes. Requests for such re¬ 
ports. estimates and other information shall 
set forth the nature of the Information 
sought and the form In which such informa¬ 
tion Is to be furnished. 

1 1007.2703-5 Use and charges there¬ 
for. The more appropriate of the fol¬ 
lowing clauses shall be Inserted. 

<a> When the facilities are for use in 
connection with supply, sendee, or re¬ 
search and development contracts, or 
subcontracts which specifically provide 
that no charge is made for use of the 
facilities provided, insert the following 
clause. 


Use ahd Charges Tnrxrroi 

(a) Subject to the termination provisions 
hereof, the Contractor may use all or port 
of the facilities provided hereunder without 
charge In the performance of (t) any Air 
Force prime contract which expressly au¬ 
thorizes such no-charge use or states that 
the price or fee thereunder is contingent 
upon such no-charge use. (U) subject to 
the approval of the Contracting Officer, any 
subcontract under any Air Force prime con¬ 
tract when both the prime contract and 
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the subcontract either expressly authorize 
such no-charge use In the performance of 
the subcontract or state that the prices or 
fees thereunder are contingent upon such 
no-charge use. and (111) to the extent such 
use will not interfere with the foregoing and 
subject to the approval of tho Contracting 
Officer, (A) any other Government prim© 
contract which expressly authorizes such no- 
charge us© or states that the price or lee 
thereunder Is contingent upon such no. 
charge use. and (B> any subcontract under 
any other Government prime contract where 
tooth the prime contract and the subcon¬ 
tract either expressly authorize such no¬ 
charge use In the performance of the sub¬ 
contract or state that the prices or fees 
thereunder nr© contingent upon such no¬ 
charge use: provided, that this paragraph 

(a) shall not apply to any subcontract below 
the first tier unless that subcontract, the 
prim© contract, and all Intermediate sub¬ 
contracts cither expressly authorize such no- 
chargc us© In the performance of that lower 
tier subcontract or state that the prices or 
fees thereunder are contingent upon such 
no-charge use. Evidence relative to the 
terms of the supply contracts and subcon¬ 
tracts thereunder pursuant to which any 
use of facilities Is made or proposed under 
this paragraph (a) shall be submitted to 
the Contracting Officer by the Contractor 
herein upon request. 

(b) The Contractor may also, with the 
prior approval of the Contracting Officer, use 
the facilities provided hereunder in the per¬ 
formance of work other than that herein¬ 
above authorized to the extent that such 
additional work will not Interfere with the 
performance of the work bcrctnabov© author¬ 
ized. provided that the Contracting Officer 
determines thot such other use is in the 
Interest of the Government, and thst the 
Contractor is not thereby placed in a favored 
competitive position. At six months Inter¬ 
vals during the life of the contract and at 
tho termination hereof the Contractor shall 
submit a detailed report to tbe Contracting 
Officer of all such other tie© performed during 
tho preceding period, or If there hA© been no 
such other UBe during the preceding period, 
shall submit a certificate to that effect. 
Such reports shall be supported by such 
records as are necccsary to insure equitable 
action hereunder. Upon submission of such 
report the Contractor and the Contracting 
Officer will promptly negotiate to determine 
the extent of use during the period covered 
by such report snd the consideration there¬ 
for. Such amount shall be computed upon 
the basis of the extent of the use at rates 
-based upon actual or estimated original ac¬ 
quisition cost of the facilities used. Such 
rates shall be 5 percent per annum for land 
end land improvements, 8 percent per annum 
for buildings and budding installations. 12 
percent per Annum for machinery and equip¬ 
ment and 25 percent per annum for portable 
tooLs and automotive equipment. Tn the 
event of a failure to agree in such negotia¬ 
tions the resulting dispute shall be settled 
In accordance with the procedures provided 
In the Clause hereof entitled “Disputes.’* 
The Contractor shall upon demand of the 
Contracting Officer, except in the event an 
appeal is pending or to be filed, forward his 
check to the Contracting Officer payable to 
the Treasurer of the United States for the 
amount due. 

(cl The Contractor represents that It has 
eliminated or will eltmlnat© from the prices 
and. for the purpose of computing fees, from 
the estimated cost, charges for all contracts 
to be performed by the Contractor using fa¬ 
culties provided hereunder on a no-charg© 
basis, any charges or allowances (including 
amortization and depreciation) Included 
therein for the facilities provided hereunder 
exclusive of charges for costs incurred in 
tho performance of obligations Imposed 
hereunder, and In making application for 
permission to use facilities provided bere- 
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under, the Contractor shall so state. It is 
agreed that nothing in this contract shall be 
interpreted as prejudicing any lights that 
the Contractor may have to be reimbursed 
under other contracts between the parties 
hereto for tho cost of performing obliga¬ 
tion* imposed hereunder and not made re¬ 
imbursable hereunder. 

<b) When charges for the use of the 
facilities provided are fixed, insert the 
following clause: 

Use AND Chaxgrs TirXWTOH 

(a) The Contractor may, subject to tho 
termination provisions hereof, use the fa¬ 
cilities provided hereunder for all legal pur¬ 
poses, provided however, subject to the pro¬ 
visions of any other applicable priority 
system established by the Government, that 
the Contractor shall not use such facilities, 
or any part thereof, for work which would 
Interfere materially with the performance of 
Government contracts or subcontracts and 
provided further that first priority will be 
given, with duo regard to existing commit¬ 
ments. to Air Force contracts and sub¬ 
contracts. 

(b) In consideration for such use. Con¬ 
tractor shall pay a use charge computed 
at the following rates: 

Percent 
per annum 


land and land Improvement*- ft 

Buildings and building Installations.. 8 

Machinery and equipment- 12 

Portable tools and automotive equip¬ 
ment ____— 25 


Such us© charge shall be computed upon 
the ooet to the Government of the items of 
facilities for which reiraburrement Is mnd© 
hereunder exclusive of the coet of installa¬ 
tion and of transportation where transporta¬ 
tion coats are invoiced separately, and upon 
the actual or. when actunl is not available, 
the estimated original acquisition cost of 
the Items of faculties furnished by the Gov¬ 
ernment hereunder (exclusive of the coat of 
transportation. Installation, and repair), os 
such costa are agreed upon with tJws Con¬ 
tracting Officer. Such charge shall be com¬ 
puted on the basis of calendar mouths of 
use. provided that, (I) in the event that any 
item of facilities la not used for a period of 
nrtcen consecutive calendar days In any cal¬ 
endar month, the charge payable for such 
Item of facilities shall be one twenty-first 
(Hi) of the monthly charge for each day 
or part thereof in said calendar month that 
such item is used and provided that (U) a 
prorated charge shall be mad© for fractional 
calendar months at the commencement of 
use of each item and at the effective date 
or the total or partial termination of this 
contract. Payment of such monthly rental 
charge shall be due on the fifteenth of each 
calendar month for tbe preceding calendar 
months use and shaU be effected by maUing 
or delivering to the Contracting Officer a 
check payable to the Treasurer of the United 
States accompanied by a statement in tripli¬ 
cate explaining the computation of the 
amount thereof. 

(c) It Is agreed that nothing in this con¬ 
tract shall be interpreted as prejudicing any 
rights that the Contractor may have to be 
reimbursed under other contract* between 
the parties hereto for the cost of perform¬ 
ing obligations imposed hereunder and not 
mnde reimbursable hereunder. 

§ 1007.2702-6 Reimbursement. Insert 
the following clause: 

RdMBUtacurHT 

(a) The Government wlU pay to the Con¬ 
tractor. upon inspection and acceptance by 
the Contracting Officer or the items or the 
work specified in tho Schedule, subject to 
the provisions of paragraph (c) of this 
clause, the direct costs, hereinafter referred 


to ns *'Allowable Cost,** and the overht n \ 
designated in tho Schedule, determined in 
accordance with Parts 2 and 6. Section XV 
of the Armed Services Procurement Regu; t- 
tlon for Items other than construction, and 
In accordance with Parts 4 and 0 of said 
Section XV for Items of construction, u 
any. 

(b) It has been determined by the Con¬ 
tracting Officer in advance and agreed to by 
the Contracting parties for the purpose of 
simplifying auditing procedures applies hie 
thereto, that the overhead rate car rates set 
forth In the Schedule represent an amount 
equal to a reasonable and proper propor¬ 
tionate share of all of tho Contractor* 
overhead expense applicable and alloc .i i« 
to the performance of tills contract and as 
excluding any expenditures for Item** at 
cost for which direct reimbursement is pro¬ 
vided elsewhere in this contract. Unless the 
prior approval of the Contracting Officer n 
obtained, the Contractor shall not chuuq© 
lie method of accounting under this con¬ 
tract in such manner as to account for any 
Item of cost on a direct cost basis if such 
Item of cost was considered as an indirect 
charge for the purpose of establishing the 
overhead rate or rates set forth In the 
Schedule. All amounts reimbursed here¬ 
under shall be withdrawn from tho appro¬ 
priate overhead pool or pools prior to tbs 
allocation of overhead to other control* 
with the Government or suppliers of tho 
Government and nothing In this contract 
shall be Interpreted as prejudicing any 
rights thot the Contractor may have to be 
reimbursed under other contract* between 
tho parties hereto for overhead expend 
allocable to this contract in excess of tht 
amount mad© reimbursable hereunder for 
such costs. 

(c) Once each month (or at more frequent 
Intervals. If approved by the Contracting 
Officer) the Contractor may submit to an 
authorized representative of the Contract¬ 
ing Officer, in such form and reasonable 
detail as such representative may require, 
an invoice or public voucher support* 1 t>y 
a statement of cost incurred by the Con¬ 
tractor in the performance of this contract 
and claimed to constitute Allowable Cost 
Each statement of cost shall be certiPed by 
an officer or other responsible official of the 
Contractor authorized by it to certify *uch 
statements. As promptly as may be prac¬ 
tical after receipt of each Invoice or voucher 
and statement of cost, the Government frhull, 
except as -hereinafter provided, make pay¬ 
ment thereon os approved by the Contract¬ 
ing Officer. Such payment may include 
progress payments mad© to subcontractor* 
or supplier* for machine tools and con¬ 
struction project* ordered hereunder in 
those case* where the subcontractor or sup¬ 
plier require# progress payment therefor and 
the subcontract or purchae© agreement 
therefor contains a progress payments clause 
approved In writing by the Comment* 
Officer. At any time or times prior to final 
payment under this contract the Contend¬ 
ing Officer may cause to be made such audit 
of invoices or vouchers and statement* of 
coet as shall be deemed necessary. 
payment theretofore mad© shall be subject 
to reduction to the extent of amounts in¬ 
cluded in the related invoice or voucher and 
statement of coet which are found hy the 
Contracting Officer on the basis of such audit 
not to constitute Allowable Coat, and thsll 
also be subject to reduction for overpay¬ 
ments or to Increase for underpayment* on 
preceding invoicea or voucher*. The Con¬ 
tractor shall repay to the Government. #t 
any time requested, any overpayment there¬ 
tofore made. 

(d) There has been allotted for the per¬ 
formance of this contract the total sum »*t 
forth in th© Schedule. This sum may ** 
Increased from time to time by the Govern¬ 
ment solely at 1U discretion. Upon th© 
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making of any such Increase the Contracting 
Officer shall amend this contract accordingly. 
II at nny time the Contractor ha* reason to 
believe that the amount to be expended or 
committed by it in the next succeeding 30 
day*, when Added to all previous expendi¬ 
ture* and commitments, will exceed 76* of 
the sum allotted for this contract, it shall 
notify the Contracting Officer to that effect, 
giving an estimate as to the percentage of 
completion of the Items of work act forth 
in the Schedule, so that a determination may 
be made as to whether or not additional 
funds will be allotted for this contract. Any¬ 
thing in this contract to the contrary not- 
wHimlanding, the Government shall not be 
obligated to pay to the Contractor either for 
reimbursement of expenditures or otherwise 
sny amount In excess of the sum allotted 
for this contract and the obligation of the 
Contractor to proceed with the performance 
of this contract shall be limited accordingly; 
provided, however, that If the Contractor 
makes any expenditures for which funds are 
not allotted, the Contracting Officer may 
ratify such expenditures when funds are 
allotted. 

(el In securing all facilities, parts, ma¬ 
terials and services required for the per¬ 
formance of this contract from other sources, 
ths Contractor shall obtain competition to 
the maximum practical extent and shall take 
advantage of the most advantageous prices 
with due regard to securing adequately 
prompt delivery of satisfactory faculties, 
ports, materials and services. 

CO The Contractor represents that the 
costs to be incurred and for which It will be 
reimbursed under this contract are not and 
will not be Included as an element of cost In 
any other contracts with the Government 
or suppliers of the Government and that the 
overhead rate or rates set forth in the Sched¬ 
ule do not include any allowance for profit. 

<g) (Insert paragraph (b) of f 1007.4031.) 

I 1007.2703-7 Taxes and utilities. 
Insert the following clause: 

Taxes and Utilities 

(a) The Contractor agrees to pay. when 
and ns the same become due and payable, 
all taxes, assessments and similar charges 
which at any time prior to the final settle¬ 
ment of this contract are properly and legally 
tAxed. assessed or Imposed upon the Con¬ 
tractor's Interest made or created pursuant 
to the provisions of this contract, with re¬ 
spect to part or all of the faculties provided 
hereunder or the use thereof. 

(bi The Contractor agrees to pay all 
claims or charges for or on account of water, 
light, heat, power, and any other services 
or utilities furnished to or with respect tn 
the site, buildings, or the machinery and 
equipment or any part thereof. 

! 1007.2703-6 Inspection and access. 
Insert the following clause: 

Inspection and Access 

(a) All work required under this contract 
ihsU be cxocuted in the most economical 
“d workmanlike manner In strict con¬ 
formity with the beat standard practices and 

material, workmanship and faculties shall 
be subject to inspection and test by repre¬ 
sentatives of the Government. 

<b) The Government shall at all reason¬ 
able times have access to the premises 
wherein any of the facilities provided here¬ 
under are located for the purpose of in¬ 
specting inventorying the same, of 
removi ng t hem as authorized hereunder, or 
, r determining compliance with the terms 
of this contract. 

' 1007.2703-9 Assignment of clalins . 
Insert the clause set forth in 1 7.103-6 
of this title, but see 5 1007.103-6. 


FEDERAL REGISTER 

I 1007 2703-10 Records. Insert the 
clause set forth in 3 7.203-7 of this title 
and add the following paragraph <c>. 

(c) The Contractor also agrees to maintain 
adequate property control records and a sys¬ 
tem of Identification of the facilities provided 
hereunder in accordance with the provisions 
of the "Manual for Control of Government 
Property in Possession of Contractors" In ef¬ 
fect on the date of this contract. As part of 
such control system Contractor shall take a 
physical inventory of tho facilities provided 
hereunder at least once a year. A certificate 
or such inventory listing and properly 
Identifying all losses and damages which 
have occurred since the taking of the lost 
previous Inventory shall be delivered to the 
Contracting Officer upon the completion of 
each such Inventory. 

3 1007.2703-11 Subcontracts. Insert 
the following clause: 

ScrDCONTOACTS 

(a) The Conductor shall give advance 
notification to the Contracting Officer of any 
proposed subcontract or purchase order hero- 
under which is either ill on other than a 
straight fixed-price single payment basis, or 
(11) on a fixed-price basis exceeding in dollar 
amount either $25,000 or 6 per centum of 
the total estimated cost of this contract, 
whichever is less; and each such subcontract 
or purchase order shall require the writtou 
approval of the Contracting Officer. 

(b) The cost-plus-a-percentage-of-cost 
system of contracting shall not bo used by 
the Contractor in procuring articles, materi¬ 
als. supplies or services required for the per¬ 
formance of this oontract. 

3 1007.2703-12 Utilization of small 
business concerns. Insert the clause set 
forth in 3 7.104-14 of this title. 

3 1007.2703-13 Termination. Insert 

the following clause: 

Tesmination 

(a) This contract may be terminated by 
the Government os to All or any of the fa¬ 
cilities provided hereunder (I) whenever the 
Contracting Officer shall determine that the 
facilities to be to terminated are not neces¬ 
sary for the performance of Government 
contracts, (li) whenever the Commnnder. Air 
Materiel Command, or him duly authorized 
agent, has requested priority with respect 
to the manufacture or furnishing of any 
products with facilities to be provided here¬ 
under and the Contractor has foiled or re¬ 
fused to give such priority, (III) whenever 
a receiver or trustee has been appointed for 
the Contractor or Its property, or the Con¬ 
tractor has made assignment for the benefit 
of creditors, or the Contractor has become 
Insolvent, or a petition has been filed by or 
against the Contractor pursuant to any of 
the provisions of the United States Bank¬ 
ruptcy Act. as amended, for the purpose of 
adjudicating the Contractor a bankrupt or 
for a reorganization of the Contractor or for 
the purpose of effecting a composition or a 
rearrangement with the Contractor's credi¬ 
tors and such petition filed against the Con¬ 
tractor was not dismissed within sixty (60) 
days, (lv) whenever there has been a viola¬ 
tion of the terms, conditions or covenants of 
this oontract or extension thereof by the 
Contractor and the Contractor failed to cure 
such violations within thirty (30) days from 
the date of notice thereof by the Govern¬ 
ment to the Contractor or (v) upon not less 
than sixty days* notice to the Contractor for 
any other reason. Such termination shall 
be effected by delivery to the Contractor of 
a written notice of termination specifying 
the extent to which the contract is to be 
terminated and the reason therefor If under 
(i), (II). (ill), or (iv) hereof, and shall be 
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effective upon the date or dates specified 
therein. 

(b) This contract may be terminated by 
the Contractor at any time, upon not less 
than 60 days* notice to the Government, as 
to aU of the facilities provided hereunder. 
Such termination shall be effected by delivery 
by the Contractor to the Contracting Officer 
of a written notice of termination specifying 
the date on which termination shall become 
effective. Contractor may also by agreement 
with the Contracting Officer effect a partial 
termination of this contract with respect 
to any portion of such facilities. Termina¬ 
tion at the option of the Contractor shall 
not relieve the Contractor of any of tta ob¬ 
ligations or liabilities under any other Gov¬ 
ernment contract. 

(c) Immediately upon total or partial ter¬ 
mination of this oontract the Contractor shall 
Inspect and prepare the facilities with respect 
to which the contract is terminated for ship¬ 
ment in accordance with the applicable pro¬ 
visions of Military Specification MIL-P-4574A 
(U8AF) as currently revised os directed by 
the Contracting Officer. Within thirty (30) 
days alter such termination the Contractor 
shall account for such facilities. Within 
ninety (00) days, after such accounting tho 
Government shall furnish the Contractor in¬ 
structions as to the place to which such 
faculties shall be shipped and the means of 
transportation thereto. Within leu (10) 
days thereafter, or stich longer time as the 
Contracting Officer may allow, the Contractor 
shall ship the Items In accordance with the 
applicable provisions of the above stated 
specification. Contractor shall be equitably 
reimbursed for expenses so lncun-ed by an 
appropriate contractual instrument. If the 
Contracting Officer falls to notify the Con¬ 
tractor os to disposition of the facilities 
within the ninety (90) day period, hercla 
provided, the Contractor may. upon reason¬ 
able notice to the Government, remove and 
store elsewhere at Government risk and ex¬ 
pense any of the terminated facilities which 
may be located within the plant of the Con¬ 
tractor The Government shall have a cor¬ 
responding right, upon reasonable notice to 
remove and place In storage for the account 
of the Contractor any property, title to which 
la not In the Government which has not been 
removed from any Oovernment-owned plant 
or buUding provided hereunder at the time 
of the surrendering of possession thereof. 

(d) In the event any faculties are to be 
purchased or constructed hereunder by tho 
Contractor In behalf of the Government, 
upon termination hereunder by the Govern¬ 
ment of any such purchased or constructed 
facilities prior to tho completion thereof, the 
Contracting Officer shall subject to the pro¬ 
vision of paragraph (c> above by written 
order, exercise one of the following options 
with respect to any such terminated Item or 
items of faculties 

(I) If the Contractor has made no binding 
commitment and incurred no expense there¬ 
for of a kind reimbursable hereunder as an 
actual cost, the Contracting Officer may elimi¬ 
nate the Item from this contract and the 
Government shall be relieved of any liability 
therefor. 

(II) ir the Contractor has made a binding 
commitment and incurred expense therefor 
of a kind reimbursable hereunder as an 
actual cost, the Contracting Officer may di¬ 
rect the Contractor to stop all further work 
and the making of all further commitments 
thereon and eliminate the Item from this 
contract. In that event the Contractor and 
the Contracting Officer will attempt to agree 
on an amount that will reasonably compen¬ 
sate the Contractor for the actual cost in¬ 
curred by him with regard to such eliminated 
Item. If no such agreement la reached 
within thirty (30) days after the date of 
elimination (or within such longer period 
aa may at any time bo mutually agreed 
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upon), the Contractor will be paid an 
amount, 11 any, u determined by the Oon- 
trading Officer, which together with all sum* 
previously paid by the Government on ac¬ 
count of the item, shall be sufficient to reim¬ 
burse the Contractor for expenses paid and 
the settlement of any obligation incurred 
by the Contractor thereon. In lieu of reim¬ 
bursing the Contractor for the settlement of 
auch obligations the Government, In the dis¬ 
cretion of the Contracting Officer, may assume 
auch obligations nr any of them. In no event 
shall the aggregate of reimbursement on 
account of the item (and of all payments 
previously made) together with the amount 
of nny obligations assumed, exceed the actual 
costs, as herein defined, expended or Incurred 
thereon up to the time of such elimination. 
The Contracting Officer may permit the Con¬ 
tractor to sell or retain at prices or on terms 
agreed to by the Government any materials, 
supplies, or work tn process and the proceeds 
of such sale, or such agreed prices, shall be 
paid or credited to the Government In such 
manner as the Contracting Officer may direct. 
Upon payment to the Contractor pursuant to 
this subparagraph <11) title to all materials, 
supplies, work in process and other things 
for which payment is made (except such 
property as may be sold or retained as above 
provided) will vest in the Oovemment (If 
title thereto has not already vested In the 
Government). The Government will also be¬ 
come entitled to any rights under any com¬ 
mitment which It may assume, or for the 
settlement of which It shall have reimbursed 
the Contractor. The Contractor shall have 
the right of appeal, under the clause of thlj 
contract entitled ‘'Disputes.'* from any deter¬ 
mination made by the Contracting Officer 
under this paragraph. 

5 1007.2703-14 Cancellation of subcon¬ 
tracts. Insert the following clause: 

Cancellation or Subconteacts 

(a) Without terminating this contract 
under the provisions of the clause entitled 
•Termination. M the Contracting Officer may 
at any time. In writing, authorise or direct 
the Contractor to cancel In whole or in part 
any subcontract theretofore placed pursuant 
to this contract. Settlement and reimburse¬ 
ment of any claims resulting from such sub¬ 
contract cancellations shall be effected tn ac¬ 
cordance with the applicable cost principles 
of Section VIII of the Armed Services Pro¬ 
curement Regulation. 

(b) The Contractor shall notify the Con¬ 
tracting Officer whenever it determines that 
facilities on order under this contract ore ex¬ 
cess to the requirements of the Contractor’s 
Government contracts and subcontracts. 

(c) Any dispute arising hereunder shall be 
decided in accordance with the procedure 
prescribed in the clause of this contract en¬ 
titled •‘Disputes.** 

? 1007.2703-15 Continuing plant clear¬ 
ance. Insert the following clause: 

CoxnmnNo Plant Cleaoancx 

(a) The Contractor shall notify the Con¬ 
tracting Officer whenever It Is determined 
that any property provided hereunder Is ex¬ 
cess to the requirements of the using Govern¬ 
ment contracts or is worn out. obsolete, dam¬ 
aged or otherwise unserviceable (whether or 
not under circumstances rendering the Con¬ 
tractor liable therefor). Subsequent to re¬ 
ceipt of such notice the parties hereto mny 
by mutual agreement effect the disposition 
of such property with reimbursement here¬ 
under by the Government only for trans¬ 
portation costs. U any, from the plant where¬ 
in said Items are located or the point nearest 
thereto that rail carrier service Is available. 
In the event the parties are unable to agree 
upon such disposition the Contracting Offi¬ 
cer may. at his option, effect the disposition 
thereof at Government expense as provided 
in the Schedule. 
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(b) The Oovemment may, but Is not obli¬ 
gated to. replace any Items disposed of pur¬ 
suant to the provisions of paragraph (a) 
hereof. 

<c) With the approval of the Contracting 
Officer, the Contractor may purchase any 
unserviceable property. Including scrap, to be 
disposed of pursuant to the terms of this 
clause upon such terms and conditions as 
the Contracting Officer may approve, lay¬ 
men ts due for any such purchases shall be 
applied in reduction uf any amounts due and 
not yet paid by the Government to the Con¬ 
tractor under the contract or shall be paid 
in such other manner os the Contracting 
Officer may direct. 

5 1007.2703-16 Disputes . Insert the 
clause set forth in i 7.103-12 of this 
title. 

f 1007.2703-17 Notice and assistance 
regarding patent infringement . Insert 
the clause set forth in § 9.102 of this title. 

* 1007.2703-18 Buy American Act. 
Insert the clause set forth In S 7.103-14 
of this title. 

S 1007.2703-19 Convict labor. Insert 
the clause set forth in } 12.203 of this 
title. 

$ 1007.2703-20 Eight-hour law of 
1912 . Insert the clause set forth in 
5 12.303-1 of this title. 

g 1007.2703-21 Walsh-Healey Public 
Contracts Act. Insert the clause set 
forth in $ 12.604 of this title. 

| 1007.2703-22 jVoffcfiscrtmfnaMon in 
employment . Insert the clause set forth 
in $ 12.804 of this title. 

g 1007.2703-23 Officials not to benefit. 
Insert the clause set forth in l 7.103-19 
of this title. 

g 1007.2703-24 Covenant against con- 
tingent fees. Insert the clause set forth 
in 5 7.103-20 of this title. 

g 1007.2703-25 Title. Insert the fol¬ 
lowing clause: 

Tm.* 

(a) Title to all property furnished by the 
Government shall remain tn the Govern¬ 
ment. Title to all property purchased by 
the Contractor, for the cost of which the 
Contractor Is entitled to be reimbursed aa 
a direct item of coat under this contract, 
shall para to and vest in the Government 
upon delivery of such property by the 
vendor. Title to other property, the cost 
of which Is reimbursable to the Contractor 
under this contract, shall pass to and vest 
in the Government upon (I) Issuance for 
use of auch property In the performance of 
this contract, or (11) commencement of 
processing or use of such property in the 
performance of this contract, or (iU) reim¬ 
bursement of the cost thereof by the Gov¬ 
ernment. whichever first occurs. 

(b) All personal property for the cost of 
which the Contractor Is entitled to be reim¬ 
bursed hereunder and all other Govern¬ 
ment-owned personal property provided 
hereunder shall remain personalty although 
affixed to realty not belonging to the Gov¬ 
ernment. 

1 1007.2703-26 Possession. Insert the 
following clause: 

Possess ION 

Except as otherwise in this contract spe¬ 
cifically provided, the Contractor shall not 
remove or otherwise part with the posses¬ 
sion of any of the facilities provided here¬ 
under. pledge or assign, transfer or purport 
to transfer title to any of such facilities in 


any manner to any third person either di¬ 
rectly or indirectly, permit the use .by other® 
of any of such facilities, nor do or auffer 
anything to be done whereby any of such 
facilities may be seised, taken In execution, 
attached, destroyed or Injured. 

g 1007,2703-27 Liability for Govern¬ 
ment-owned property. Insert the fol¬ 
lowing clause: 

Liability rox Govexnment-Owned Paom ir 

(a) The Contractor shall be responsible 
for any loss or damage, including expetv/s 
incidental thereto, to the facilities provickd 
hereunder— 

(i) which results from a risk expressly re¬ 
quired to be Insured against hereunder, but 
only to the extent of the insurance so re¬ 
quired to be procured and maintained or to 
the extent of Insurance actually procured 
and maintained, whichever Is greater: 

(it) which results from a risk which is In 
fact covered by tnrurance or for which the 
Contractor is otherwise reimbursed, but on!y 
to the extent of such Insurance or reimburse¬ 
ment: 

(ill) which results from willful miscon¬ 
duct or lack of good faith on the port of any 
of the Contractor^ directors or officers, or 
on the part of any of its managers, super¬ 
intendents. or other equivalent representa¬ 
tives. who has supervision or direction of (A) 
all or substantially all of the Contract* n 
business, or (B) all or substantially all of the 
Contractor's operations at the Industrial fa¬ 
cility If such facility it a complete plant or 
unit, or (C) all or substantially all of the 
Contractor’s operations at any one plant or 
separate location In which such Industrial 
facilities ore Installed or located, or (D) atiy 
separate or complete major industrial opera¬ 
tion in connection with which the facilities 
are used: or 

(lv) which results from a failure on the 
part of any of the Contractor's directors, 
officers, or other representatives mentioned 
in (111) shove. (A) to maintain and admin¬ 
ister. In accordance with sound industrial 
practices, a program for the malntenanfr. 
repair, protection and preservation of the 
Industrial facilities. In accordance with the 
clause hereof entitled “Maintenance/' so m 
to assure their full availability and useful¬ 
ness at all times, or (B) to take all reasonable 
steps to comply with any appropriate wrtt- 
ten directions or Instructions which the Con¬ 
tracting Officer may prescribe as reasonably 
neceraary for the protection of the Indus¬ 
trial racllltlea. provided, that, with a respect 
to any such loss or damage caused by .*>n 
excepted peril, the Contractor shall be liable 
under this subparagraph (lv) only where 
such s failure of the Contractor's lepre** il¬ 
lative. os set forth herein, results from hi* 
willful misconduct or lock of good faith. For 
the purpoees of this clause the term 'ex¬ 
cepted peril" is defined as any of the follow¬ 
ing perils while the property Is on the Con* 
tractor's or subcontractor's premises, or on 
any other premises where such property msy 
properly be located, or by removal thercfrvin 
because of any of the following pertU: 

(i) Fire; lightning; windstorm; cyclone: 
tornado; hall; explosion; riot; riot attending 
a strike; civil commotion; vandalism and 
malicious mischief; sabatoge; aircraft or ob¬ 
jects failing therefrom; vehicles running 
on land or tracks, excluding vehicles owned 
or operated by the Contractor or any agent or 
employee of the Contractor; smoke; sprinkler 
leakage: earthquake or volcanic eruption; 
flood, meaning thereby rising of a body 
water; hostile or warlike action, including 
Action in hindering, combating, or defend¬ 
ing against an actual. Impending or expected 
attack by any Government or sovereign power 
<de Jure or de facto), or by any authority 
using military, naval, or atr forces, or by 
agent of any such government, power, au¬ 
thority. or forces; or 
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(10 Other peril, of ft type not listed above, 
tf Mich other peril U customarily covered 
by muurance (or by a reserve for self-insur- 
snce) In accordance with the normal prac¬ 
tice of the Contractor, or the prevailing 
practice In the Industry In which the Con¬ 
tractor U engaged with rospeet to similar 
property In the same general locale. 

(b) The Contractor represents that It la 
not including and agrees that It will not 
hereafter Include In any price to the Gov¬ 
ernment any charge or reserve for Insurance 
(including self Insurance funds or reserves) 
covering loss or destruction of or damage 
to the facilities provided hereunder caused 
by any excepted peril. 

(c) Upon the happening of loss or de¬ 
struction of or damage to any Government 
property the Contractor shall notify the 
Contracting Officer thereof, and shall com¬ 
municate with the toes and Salvage Organi¬ 
zation. if any, now or hereafter designated 
by tho Contracting Officer, and with the 
assistance of the Loss and Salvage Organiza¬ 
tion so designated (unless the Contracting 
Officer has directed that no such organiza¬ 
tion be employed), shall take all reasonable 
steps to protect the Government property 
from further damage, separate the damaged 
and undamaged Government property, put 
all the Government property in the best 
possible order, and furnish to the Contract¬ 
ing Officer a statement of: (A) the lost, 
destroyed and damaged Government prop¬ 
erty. <Bi the time and origin of the low, 
destruction or damage. (C) all known In¬ 
terests In commingled property of which the 
Government property is a port, and (D) the 
Insurance. If any covering any part of or 
interest In such commingled property. The 
Contractor shall be reimbursed for the ex¬ 
penditures mode by It In performing Its 
obligations under this paragraph (c) (in¬ 
cluding charges made to the Contractor by 
the Low and Salvage Organization, except 
any of such charges the payment of which 
the Government has. at its option, assumed 
directly), to the extent approved by the 
Contracting Officer and set forth In a Sup¬ 
plemental Agreement. 

(d) In tho event the Contractor is reim¬ 
bursed or compensated for any lots or de¬ 
struction of or damage to the facilities 
provided herein caused by an excepted peril, 
ft shall equitably reimburse the Govern¬ 
ment. The Contractor shall do nothing to 
prejudice the Government's rights to re¬ 
cover against third parties for any such 
loss, destruction or damage and. upon the 
request of the Contracting Omcer, shall at 
the Government's expense, furnish to the 
Government all reasonable assistance aud 
cooperation (Including the prosecution of 
suit and the execution of instruments of 
assignment in favor of the Government) In 
obtaining recovery. 

I 1007.2703-28 Maintenance. Insert 
the following clause: 


Maintxnanci 

Except to the extent of any loss or de 
°* or damage to the facilities pro 
viued hereunder for which the Contractoi 
1* relieved of liability under the provision] 
the clause hereof entitled ' Liability fo 
Government-Owned Property." and excep 
xor reasonable wear and tear or depreciation 
the facilities shall bo returned by the Con 
to °overament, or delivered b 1 
Contractor to any designee of the Gov 
ament (at the time elsewhere In tht 
contract provided) in as good condition a 
anen received or restored by the Contract© 
connection with this contract. Tho Con 
l h * U ^ malt »tain a program ap 
proved by the Contracting Officer for th 
proper maintenance, repair, protection. sn< 
ln accordance wlti 
*™n<l industrial practice. Including norma 
"* ' b replacements and. with reaped u 


machinery and equipment, necessary re¬ 
building and rehabilitation. The mainte¬ 
nance of any motor vehicles provided under 
this contract shall be In accordance with 
standards prescribed by the Air Force as 
directed by the Contracting Officer. As soon 
as practicable after tho execution of this 
contract the Contractor shall submit to the 
Contracting Officer for approval a detailed 
statement of the maintenance program pro¬ 
posed to be maintained under the require¬ 
ments of this clause. Upon approval thereof 
by tho Contracting Officer suoh program 
shall not be relaxed or deviated from with¬ 
out the prior approval of the Contracting 
Ofllcer. 

§ 1007.2703-29 Right of diversion . 
Insert the following clause: 

RIGHT OF DrVKXSlON 

The Government reserves the right when 
It U determined by the Air Force to be ln 
the best Interest of the Government to direct 
the deUvery of any or all of the faculties 
acquired by or furnished to the Contractor 
hereunder to locations other than those spe¬ 
cified in this contract. It is also agreed that 
the Contractor shall at the request of the 
Contracting Officer, when It la determined by 
the Air Force to be ln the best Interest of 
the Government, assign to the Government 
or to any designated third party or parties, 
purchase orders or subcontracts of the Con¬ 
tractor for any or aU of the faculties to be 
acquired under this contract, 

5 1007.2703-30 Responsibility for dam¬ 
ages. Insert the following clause: 

RzSFONSiniLJTT FOR DAMAGES 

(a) The Contractor shall hold the Govern¬ 
ment harmless against claims for injury to 
persons or damage to property of the Con¬ 
tractor or others arising from the Contrac¬ 
tor's possession or use of tho facilities pro¬ 
vided hereunder, except when there is in 
effect one or more contracts with Contractor 
for supplies or services which require the 
use of such facilities. The provisions of such 
contracts shall govern the assumption of lia¬ 
bility for such claims arising out of or related 
to the performance of each such coutract and 
involving the possession and use of the fa¬ 
cilities provided hereunder. 

(b) If this contract calls for labor to be 
performed, the costs of which are reimburs¬ 
able hereunder. Contractor shall carry work¬ 
men's compensation and public liability In¬ 
surance and. to the extent applicable, 
automobile UabllUy insurance together with 
such other insurance (exclusive of Insurance 
which Is otherwise prohibited hereunder) us 
the Contracting Offlcer may direct. 

(c) The Government shall not be llahle 
to the Contractor for damages or low of 
profits by reason of nondelivery or of any 
delay ln the delivery of any or all of the 
facilities to be provided by the Government 
hereunder; Prorlded, however. That not¬ 
withstanding the foregoing a specific pro¬ 
vision for an appropriate equluble adjust¬ 
ment to include without limitation time of 
delivery and price may be included In any 
supply or service contract which may be 
affected by any such nondelivery or delay. 

ft 1007.2703-31 Reservation of rights . 
Insert the following clause: 

Rjsesvatiok or Rights 

The failure of the Government to Insist 
ln any one or more Instances upon the per¬ 
formance of any of the terms, covenants or 
conditions of this agreement shall not be 
construed as a waiver or a relinquishment 
of the future performance of any term, 
covenant or condition, but Contractor's ob¬ 
ligation with respect to such performance 
shall continue in full force and effect. 


3 1007.2703-32 Renegotiation . Insert 
the clause set forth In f 7.103-13 of this 
title. 

ft 1007.2704 Clauses to be used when 
applicable . 

ft 1007^704-1 Labor standards in con- 
struct ion contracts. If performance of 
the contract will Involve any construc¬ 
tion. the cost of which may be reim¬ 
bursable by the Government, the follow¬ 
ing clause will be inserted: 

Ladou Standards in Con s t ru ction Contracts 

(a) In the event that construction, alter¬ 
ation or repair (including painting and dec¬ 
orating K of public building* or public works 
is to M performed hereunder Contractor 
shall Include ln each request for the approval 
of said items required by the Schedule a re¬ 
quest for a determination by the Contracting 
Officer as to the applicability of the Duvls- 
Bacon and/or Copeland Act* and will not 
perform any of said Items hereunder without 
receipt of such determination. 

(b) Upon determination that the Davis- 
Bacon Act Is applicable to any item of work 
to be performed hereunder Contractor shall 
submit a request for a predetermination or 
the prevailing wage rates to be made appli¬ 
cable to such work containing a brief de¬ 
scription of the work InvolVed Including tho 
location thereof and a list of the types of 
laborers and mechanics required for such 
work. Upon receipt of such request the Con¬ 
tracting Officer shall as aoon as possible ob¬ 
tain a predetermination of the applicable 
prevailing wage rates and publish such rates 
and incidental Instructions ln numbered ex¬ 
hibits to this contract. Upon publication 
thereof such exhibits shall be considered tho 
wnge determination decision of the Secretary 
or Labor referred to In paragraph (c) (I) (A) 
of this clause. Each such exhibit shall In¬ 
dicate to what work the rate* set forth 
therein shall apply including the period of 
time within which subcontracts subject to 
such rates may be Issued. 

(c) Contractor shall ln the performance of 
Items of work so determined to be subject 
to the Davis-Bacon Act comply with the 
following statutory provisions and Depart¬ 
ment of Labor regulations: 

(1' Darts-Wacon Act (40 U. 8. C. 278a- 
27 8a- 7). (A) All mechanics and laborers 

employed or working directly upon the site 
of the work will be paid unconditionally and 
not less often than once a week, and without 
subsequent deduction or rebate on any ac¬ 
count (except such payroll deductions as are 
permitted by the Copeland Act ("Antl-KIck- 
bark") Regulations (22 CFR. Part 3) the full 
amounts due at time of payment, computed 
at wage rates not leas than those contained 
ln the wage determination decision of the 
Secretary of Labor which is attached hereto 
and made a part hereof, regardless of any 
contractual relationship which may be 
alleged to exist between the Contractor or 
subcontractor and such laborers and me¬ 
chanics; and a copy of the wage determina¬ 
tion decision shall be kept posted by the 
Contractor at the site of the work In a 
prominent place where It can be easily seen 
by the workers. 

(B) In the event It Is found by the Con¬ 
tracting Officer that any laborer or mechanic 
employed by the Contractor or any subcon¬ 
tractor directly on the site of the work cov¬ 
ered by this contract has been or Is being 
paid at a rate of wages less than tho rate of 
wages required by subparagraph (1) (A) of 
this paragraph, the Contracting Officer may 
(1) by written notice to the Government 
Prime Contractor terminate his right to pro¬ 
ceed with the work, or such part of the work 
as to which there has been a failure to pay 
said required wages, and (2> prosecute the 
work to completion by contract or otherwise. 
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whereupon such Contractor and hU sureties 
shall be liable to the Government for any 
exccea coata occasioned the Government 
thereby. 

(C) Subparagraphs (!) (A) and (!) (B) 
of U>ls paragraph shall apply to this contract 
to the extent that It Is (1) a prime contract 
with the Government subject to the Davls- 
Bf'.con Act, or (2) a subcontract under such 
prime contract- 

til) Eight-hour law*—Overtime com pen • 
nation. No laborer or mechanic doing any 
part of the work contemplated by this con¬ 
tract in the employ of the Contractor or any 
subcontractor contracting for any part of 
said work contemplated, shall be required 
or permitted to work more tban 8 hours In 
any 1 calendar day upon such work, except 
upon the condition that competition Is 
paiid to such laborer or mechanic In accord¬ 
ance with the provisions of this subpara¬ 
graph. The wages of every laborer and 
mechanic employed by the Contractor or any 
subcontractor engaged in the performance 
of this contract shall be computed on a basic 
day rate of 8 hours per day and work In excess 
of 8 hours per day is permitted only upon the 
condition that every such laborer and 
mechanic shall be compensated for all hours 
worked In excess of 8 hours per day at not 
leas than one and one-half times the bade 
rate of pay. For each violation of the re- 
quiremenu of thin subparagraph a penalty of 
$5 shall be imposed for each laborer or 
mechanic for every calendar day In which 
such employee is required or permitted to 
labor more than 8 hours upon said work 
without receiving compensation computed 
In accordance with this subparagraph and 
nil penalties thus Imposed shall be withheld 
for the use and benefit of tbe Government: 
Provided, That this stipulation shall be sub¬ 
ject In all respects to the exceptions and 
provisions of the Eight-Hour Laws as set 
forth in 40 U. 8. C. 321. 324. 325. 325a. and 
228, which relate to hours of labor and com¬ 
pensation for overtime. 

(Ill) Apprentice s. Apprentices will be per¬ 
mitted to work only under a bona fide ap¬ 
prenticeship program registered with the 
State Apprenticeship Council which Is recog¬ 
nized by the Federal Committee on Appren¬ 
ticeship. U. 8. Department of Labor. 

(IT) Payroll record* and payroll j. (A) 
Payroll records will be maintained during 
the course of the work and preserved for a 
period of three years thereafter for oil 
laborers and mecbonlca working at the site 
of the work. Such records will contain the 
name and address of each such employee, 
his correct closet float Ion, rate of pay. daily 
snd weekly number of hours worked, deduc¬ 
tions mode, and actual wages paid. The 
Contractor will make his employment rec¬ 
ords available for Inspection by authorized 
representatives of the Contracting Officer 
and the U. 8. Department of Labor, and will 
permit such representatives to interview em¬ 
ployees during working hours on the Jcb. 

(B) A certified copy of all payrolls will 
be submitted weekly to the Contracting Of¬ 
ficer. The Government Prime Contractor 
will be responsible for tbe submission of 
cortifled copies of the payrolls of all sub¬ 
contractors The certification will affirm 
that the payrolls are correct and complete, 
that the wage rates contained therein are 
not less than tbe applicable rates contained 
Sn the wage determination efeclslan of the 
Secretary of Labor attached to this contract, 
and that the classifications set forth for 
each laborer or mechanic conform with the 
work he performed. 

(v) Copeland (Antt-Kickback) Act—Son- 
rebate of i cage*. The regulatlona of the 
Secretary of Labor applicable to contractors 
and subcontractors (29 CPU. Part 3). made 
pursuant to the Copeland Act, as amended 
<40 U. S. C. 278c), and to aid In the en¬ 
forcement of the Anti-Kirkback Act (18 
V. 8. C. 874) are made a part of this contract 


RULES AND REGULATIONS 

by reference. The Contractor will comply 
with these regulations and any amendments 
or modifications thereof and the Govern¬ 
ment Prime Contractor will be responsible 
for the submission of affidavits required of 
subcontractors thereunder. The foregoing 
shall apply except as the Secretary of Labor 
may specifically provide for reasonable limi¬ 
tations. variations, tolerances, and excep¬ 
tions. 

(vi) Withholding of funds to insure wage 
payment. There may be withheld from the 
Contractor so much of the accrued payments 
or advances as may be considered necessary 
to pay laborers and mechanics employed by 
the Contractor or any subcontractor the full 
amount of wages required by this contract. 
In the event of failure to pay any laborer or 
mechanic all or part or the wages required 
by this contract, the Contracting Officer may 
take such action as may be necessary to 
cause tbe suspension, until such violations 
have ceased, of any further payment, ad¬ 
vance, or guarantee of funds to or for the 
Government Prime Contractor. 

(vli) Subcontracts — Termination. The 
Contractor agrees to Insert the provisions of 
this paragraph (c) of this clause In all sub¬ 
contracts and the Contractor further agree* 
that o breach of any of the requirement* of 
this clause may be grounds for termination 
of this contract. The term *’Con tractor** as 
used In such clauses In any subcontract shall 
be deemed to refer to the subcontractor ex¬ 
cept in the phrase ’•Government Prime Con¬ 
tractor.** 

(d) Upon determination that the Cope¬ 
land Act Is applicable to Items of work cost¬ 
ing $2,000 or less, tho Contractor shall com¬ 
ply with the provisions of subparagraphs (c) 
(II), (v) and (vll) hereof, except that the 
first sentence of subparagraph (vil) shall 
be deemed for this purpose to refer only to 
the subparagraphs entitled #, Elgbt-Hour 
Law—Overtime Compensation.** ’’Copeland 
(Anti-Kickback) Act—Nonrebate of Wages.’* 
and ’Subcontract Termination." 

9 1007.2704-2 Patent indemnity . Ac¬ 
cording to the requirements of 9 9.103 of 
this title and 9 1009.103 of this chapter. 
Insert the clause set forth in 9 9.103 of 
this title, designated as paragraph (a), 
and add: 

(b) The Indemnity provided herein shall 
not apply to any item or parts thereof fur¬ 
nished under this contract which are not 
normally manufactured or supplied by the 
Contractor or with respect to which the Con¬ 
tractor would customarily not Indemnify the 
purchaser. 

<c) Contractor shAil exert reasonable ef¬ 
forts to negotiate for the inclusion in any 
subcontract hereunder, for Items or parts 
thereof which are normally manufactured or 
supplied by any subcontractor hereunder or 
with respect to which such subcontractor 
would customarily Indemnify the purchaser, 
of this patent Indemnity clause or one not 
less favorable to the Government than this 
clause, in the event of refusal by a sub¬ 
contractor to accept such a patent Indem¬ 
nity clause. Contractor shall procure the 
approval in writing, of the Contracting Of¬ 
ficer or his designee before proceeding with 
the subcontract, and shall cooperate with 
the Government In tbe negotiation with 
such subcontractor of a mutually acceptable 
patent indemnity clause. 

9 1007.2704-3 Reporting of royalties . 
Insert the clause set forth in 9 9.110 of 
this title, but see 9 9.110-2 of this title. 

f 1007.2704-4 Gratuities . According 
to the requirements of 9 7.104-16 of this 
title. Insert the clause set forth in that 
section. 

9 1007,2704-5 Government bills of 
lading. If shipment by the contractor 


of any of the facilities covered by tbe 
contract is likely, the following clause 
will be inserted. 

Government Bills or Lading 

All shipments of the facilities provided 
hereunder. Utle to which is vested In tha 
Government, shAil. subject to the Approvut 
of the Contracting Officer, be made on Gov¬ 
ernment bills of lading and the Contrnevr 
shall make application therefor on ATP! 
Form 44A to the transportation officer in 
charge. Commercial Traffic Office, serving the 
geographical area of the Air Force Procure¬ 
ment District in which the shipment la to 
originate. 8uch applications shall be made 
as much in advance of the date of shipment 
as possible and shall be accompanied by a 
photoatatlc or certified copy of the subcon¬ 
tract or purchase order or other documen¬ 
tary evidence ohowtng the Contracting Offi¬ 
cer’s approval of the use of Government 
bills of lading, the desired destination for 
the shipment, the prime (facilities) con¬ 
tract number, and the f. o. b. terms of the 
shipment. 

$ 1007.2704-6 Loading, blocking . end 
bracing requirements. If shipment by 
rail by the contractor of any of the 
facilities covered by the contract Is 
likely, the following clause will be 
inserted. 

Loading. Blocking, and Bracing 
Requirements 

If this contract provides for shipment by 
rail of supplies being delivered to the Air 
Force or to an Air Force contractor for use to 
tho performance of an Air Force contract, 
the Contractor shall, unless, otherwise au¬ 
thorised by this contract, load, block snd 
brace said supplies In accordance with tfcs 
methods and standards set forth In Loading 
Rules Pamphlets of tho Association of Amer¬ 
ican Railroads In effect at the time of ship¬ 
ment. Such methods and standards '.ball 
apply to shipments in closed cars, even 
though said loading rules do not so state. 
The Contractor will secure Loading Rules 
Pamphlets from the Secretary, Loading Pules 
Committee. Association of American Katl- 
roads. 50 East Van Bureu Street. Chicago 5. 
111. Contractor agrees to include similar re¬ 
quirements in subcontracts and purchase 
orders hereunder to which the same apply. 

9 1007.2704-7 Patent rights. Accord¬ 
ing to the requirements of 9 9.107 of this 
title and 4 1009.107 of this subchapter, 
insert the applicable clause in I 9.107 of 
this Utle. 

9 1007.2704-6 Priorities . allocations 
and allotments. According to the re¬ 
quirements of 9 1.308-2 of this title, insert 
the clause set forth in 9 7.104-18 of this 
title. 

5 1007.2704-9 Approval. Insert the 
clause set forth in 9 7.105-2 of this title 
whenever the contract requires manual 
approval, other than by the contracting 
officer, before becoming effective. 

9 1007.2704-10 Alterations in con¬ 
tract. According to requirements for 
use of 9 1007.105-1. insert the clause set 
forth in 9 7.105-1 of this title. 

9 1007.2705 Additional clauses. The 
following clauses may be used when de¬ 
sirable or necessary to cover the subject 
matter contained in such clauses: 

9 1007.2705-1 Notice to the Govern¬ 
ment of labor disputes. The clause set 
forth in 9 7.105-3 of this title may be 
inserted. 
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| 1007.2705-2 Authorization and con- 
ynt The clause set forth In 3 9.106 of 
this title may be inserted. 

| 1007.2705-3 General. Any other 
cIao$c authorized by Chapter I of this 
title and this chapter, in accordance with 
tmtructions for use, may be used when 
necessary or desirable to cover the sub* 
ject matter contained in such clause. 

SUBPAtT SB—CLAUSES FOR SHORT-FORM 
FACILITIES CONTRACTS 

5 1007 2802 Definition . As used 
throughout this subpart, the term 
•Short-form facilities contract 4 * shall 
mean any contract, separate from any 
supply, service, or research and develop* 
merit contract, and involving no cost re¬ 
imbursable by the Government, whereby 
industrial facilities, as defined In 
113.101-6 of this title, are furnished by 
the Air Force to contractors, subcon¬ 
tractors. or suppliers contingent upon 
there being a special agreement in the 
procurement contract for the furnishing 
of such facilities. 

1 1007.2803 Required clauses. The 
following clauses shall be inserted in all 
short form facilities contracts: 


I 1007.2803-1 Definitions. Insert par¬ 
agraphs (a) and (b) of the clause set 
forth in f 7.103-1 of this title. 

f 1007.2803-2 Facilities to be fur¬ 
nished. Insert the following clause: 

Facilitijs to me Fuixuiud 


<a> Government-owned facilities to be 
fumuhed are set forth In the schedule. 
Such property shall become subject to all 
ibe terms and conditions hereof upon re¬ 
ceipt thereof by the Contractor unless other¬ 
wise provided in the schedule. 

(b) Such facilities shall be provided with¬ 
out warranty express or implied on the pan 
of the Government ss to serviceabUity or 
ntneiu f«- use. subject to the right of the 
Con true tor seasonably to inspect and reject 
the same for good and sufficient reason. All 
personal property included In the facilities 
provided pursuant to this contract not pres¬ 
ently located at the location specified in the 
schedule will be delivered to the Contractor 
st such location or at the point nearest 
thereto that rail carrier service is available 
os soon os practicable after the date this 
contract becomes effective, transportation 
charges prepaid. 

1 1007 . 2803-3 Factual appendices. In¬ 
sert the following clause: 


Factual Attcndices 

Within 3 months after the dato thla c< 
Tract becomes effective, and at 3-month 
JenaU thereafter during the life of this a 
tract. Contractor shall submit a list of 
.Hides provided hereunder and not p 
vlously luted, together with a list of a 
necessary changes oar deletions of items 
H»ta: Pro tided. Aoucirr, That 
such lists ahaU be required for any per 
m which there have been no additions to 
Chanda or deletions of previous llsttr 
** Identified m “Factual J 
pendtx A" to this contract or suppleme 
J2 appendix. They wUl contain a 
K-.r V ^ fnm * llt ‘ turnUhed property provl< 
b. In tho form to 
■ir«« upon betw««n the Contractor end i 
Contracting Officer. 8uch ll«U «h»H be cei 
of. hi fcy » respomlbl. repreeentnt 

C °?‘ r * ctar - °P°n •PPR.ral end < 

Wib-»Uon thereof such tuts shall be com 

in* t,^!f ar3 J orated ^ reference, it 

* 3 understood, however, that such lists i 
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be binding upon the parties hereto only to 
the extent that they do not oonfilct with 
the supporting documentation. 

3 1007.2603-4 Reports to be furnished 
by the contractor . Insert the clause set 
forth in I 1007.2703-4. 

5 1007.2803-5 Use and charges there - 
for . Insert the clause set forth in 
I 1007*2703-5 (ft). 

f 1007.2803-6 Taxes and utilities. In¬ 
sert the clause set forth in 31007.2703-7. 

3 1007.2803-7 Inspection and access. 
Insert the following clause: 

iNsrscnoM and Accra* 

The Government shall at all reasonable 
times have access to the premises wherein 
any of the facilities provided hereunder are 
located for the purpose of Inspecting and 
inventorying the same, of removing them as 
authorised hereunder, or for determining 
compliance with the terms of this contract. 

3 1007.2803-8 Records . Insert the 

following clause: 

SUKxmss 

The Contractor agrees to maintain ade¬ 
quate property control records and a sys¬ 
tem of identification of the facilities 
provided hereunder In accordance with the 
provisions of the ‘'Manual for Control of 
Government Property In Possession of Con¬ 
tractors'* in effect on the dale of this con¬ 
tract. As part of such control system. 
Contractor shaU take a physical Inventory 
of the facilities provided hereunder at least 
once a year. A certificate of auch Inventory 
listing and properly identifying all losses 
und damages which have occurred since the 
taking of the last previous Inventory shall 
be delivered to the Contracting Officer upon 
the completion of each such Inventory. 

3 1007.2803-9 Termination. Insert 
paragraphs <a> and <b) of the clause set 
forth in 3 1007*2703-13. and add the fol¬ 
lowing paragraphs <c) and (d): 

(c) Within 30 days after the effective date 
of a total or partial termination of thla con¬ 
tract. the Contractor shall account for ail 
facilities with respect to which the con use t 
la terminated. Within 00 days after the Con¬ 
tractor accounts for such faculties, the Con¬ 
tracting Officer shall notify the Contractor as 
to the disposition of such facilities. The 
Contractor thereupon shall, as directed by 
the Contracting Officer, prepare, protect, re¬ 
move. or ship such facilities and in connec¬ 
tion therewith shall clean, drain all coolants 
from, cover with light preservatives, perform 
necessary crating and skidding, and load on 
cart or trucks In accordance with the require¬ 
ments of the carrier such item or items of 
property so that such property wUl reach the 
destination specified In good condition, and 
such work shall be performed at no cost to 
the Government, except to the extent that 
such costa may be reimbursed under other 
contracts between the parties hereto. Trans¬ 
portation from the location where the prop¬ 
erty la located or point nearest thereto that 
rail carrier service Is available shall be by 
Government biU of lading. 

If the Contracting Officer fails to notify 
the Out tractor as to disposition of the facili¬ 
ties within the ninety (00) day period, herein 
provided, the Contractor may. upon reason¬ 
able notice to the Government, remove and 
store elsewhere at Government risk and ex¬ 
pense any of the terminated facilities which 
may be located within the premises of the 
Contractor. The Government shall have a 
corresponding right, upon reasonable notice, 
to remove and place In storage for the ac¬ 
count of the Contractor any property, title 
to which la not In the Government which has 
not been removed from any Government- 


owned plant or building provided hereunder 
at the time of the surreivdering of poescs- 
alou thereof. 

(d) Any termination under the provision* 
of this clause shall be without cost to the 
Government. 

3 1007.2803-10 Continuing plant 
clearance. Insert the following clause: 

Continuing Plant Clsajiancz 

(a) The Contractor shall notify the Con¬ 
tracting Officer whenever it la determined 
that any property provided hereunder is ex¬ 
cess to the requirements of the using Govern¬ 
ment contracts or Is worn out. obsolete, 
damaged, or otherwise unserviceable (wheth¬ 
er or not under circumstances rendering the 
Contractor liable therefor). The Contracting 
Officer may permit any portion, or aU. of 
such property under the contract to remain 
In the possession of the Contractor pending 
total or partial termination thereof or may 
from time to time require the Contractor 
to dlspoae of such facilities as provided in 
paragraph (c) of the clause entitled “Termi¬ 
nation'* of thla contract. 

(b) The Government may but Is not ob¬ 
ligated to replace any items disposed of pur¬ 
suant to the provisions of paragraph (a) 
hereof. 

<c) With the approval of the Contracting 
Officer, the Contractor may purchase any un¬ 
serviceable property Including scrap to be 
disposed of pursuant to the terms of this 
clause upon such terms and conditions as 
the Contracting Officer may approve. Pay¬ 
ments due for any such purchases shall be 
paid In such manner as the Contracting Offi¬ 
cer may direct. 

3 1007.2803-11 Disputes. Insert the 
clause set forth in 3 7.103-12 of this title. 

3 1007.2803-12 Convict labor. Insert 
the clause set forth in 3 12.203 of this 
title. 

f 1007.2803-13 Eight-hour law of 1912. 
Insert the clause set forth in 3 12.303-t 
of this title. 

31007.2803- 14 Nondiscrimination. In¬ 
sert the clause set forth In 3 12.804 of 
this title. 

31007.2803- 15 Officials not to benefit. 
Insert the clause set forth In 3 7.103-19 of 
this title. 

a 

3 1007.2803-16 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in 5 7.103-20 of this title. 

3 1007.2803-17 Title . Insert the fol¬ 
lowing clause: ^ 


Trrui 

Title to all property furnished by the Gov¬ 
ernment hereunder shall remain In the Gov¬ 
ernment and such property shall remain 
personalty although affixed to realty not be¬ 
longing to the Government. 

3 1007.2803-18 Possession. Insert 
the clause set forth in 3 1007.2703-26. 

3 1007.2803-19 Liability for Govern - 
ment-owned property. Insert the clause 
set forth in 3 1007,2703-27. 

8 1007.2803-20 Maintenance. Insert 
the clause set forth in 8 1007.2703-28. 

ft 1007 2803-21 Right of diversion. 
Insert the following clause: 

Bight or OrvxsaiOM 

The Government reserve* the right when 
It la determined by the Air Force to be In the 
best interests of the Government, to divert 
any or all of the facilities furnished to the 
Contractor hereunder to locations other than 
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tho#e specified In this contract. When any 
such diversion Is effected, the Contracting 
OflVcrr may require the Contractor forthwith 
to dispose of the diverted faculties In Its 
possession aa provided In paragraph (c) of 
the clause hereof entitled “Termination.*’ 

9 1007.2803-22 Responsibility for 
damages . Insert the clause set forth in 
1 1007.2703-30 omitting paragraph <b>. 
and redesignating paragraph (c>. “<b) M . 

$ 1007.2803-23 Reservation of rights . 
Insert the clause set forth in i 1007.2703- 
31. 

§ 1007.2804 Clauses to be used token 
applicable. < 

9 1007.2804-1 Gratuities . Insert the 
clause set forth in 9 7.104-16 of this title. 

9 1007.2804-2 Government bills of 
lading . Insert the clause set forth in 
9 1007.2704-6. 

9 1007.2804-3 Trading, blocking, and 
bracing requirements. Insert the clause 
set forth in 9 1007.2704-7, 

9 1007.2804-4 Approval. Insert the 
clause set forth in 9 7.103-2 of this title, 
whenever the contract requires manual 
approval other than by the contracting 
officer before becoming effective. 

9 1007.2804-5 Alterations in contract. 
According to the requirements lor use of 
9 1007.105-1. insert the clause set forth 
in 9 7.105-1 of this title. 

SUBPART CC—LEASES Of MACHINE TOOLS AND 
OTHER PRODUCTION EQUIPMENT 

9 1007.2904 Cover page . introductory 
recitals , and signature page. 

I 1007.2904-1 Cover page . The fol¬ 
lowing will be the arrangement and pro¬ 
visions of the cover page for leases of 
machine tools and other production 
equipment. 

Contract No.__.... 

Facilities Lease Agreement 
Between 

The United States or Amebic* 
(Department or the Air Power ) 
(Lessor) 
and 


(Lessee) 


(Address) 

Issuing Office: 

Address: 

Contract for: Lease of Machinery and Equip¬ 
ment. 

Administrative Data: 

Office of USAF Administration: The ...... 

will have overall aclmLnlsiruUve responsi¬ 
bility for this lease. 

This lease has been authorized under Pub¬ 
lic Law 364. 80th Congress. 

9 1007.2904-2 Introductory recitals. 
The following will be the introductory 
recital* for leases of machine tools and 
other production equipment 

• Government -Owned Equipment Rental 
Agreement 

This Agreement, entered Into this .... day 

of-19 by the United States of 

America, hereinafter called the Government, 
represented by the Contracting Officer execu¬ 
ting this lease, and ____ a corpora¬ 

tion organized and existing under the laws 


of the stilt# of__ and having it* prin¬ 
cipal office at ___ hereinafter called 

the Lessee. 

Witne*»cth That: Whereas the Government 
Is the owner of certain machine tools and 
other Items of production equipment under 
the control of the Department of the Air 
Force which are listed on Appendix “A** an¬ 
nexed hereto, herein sometimes designated 
mi the “leased property***. 

Whereas it has been determined that such 
machine tools and other items of production 
equipment are not surplus to the needs of 
the Department of the Air Force within the 
meaning of the Act of October 3. 1944 (58 
mat. 766), but are not for the time being 
required for public use: 

Whereas in the Judgment of the Secretary 
of the Air Force the execution of this lease 
will promote tho national defense and will be 
advantageous to the Government: 

Whereas this lease Is made under the au¬ 
thority of the Act of August 5. 1947. (01 
Slat. 774; 5 U. 8. C. 6265-3); 

Now. therefore, the parlies do mutually 
agree as follows: 

9 1007.2904-3 Signature page. The 
following will be the arrangement and 
provisions of the signature page for 
leases of machine tools and other pro¬ 
duction equipment. 

In witness whereof, the parties hereto 
have executed this lease os of the day and 
year first above written. 

Tiro icltn***e»: 


The United States or America, 

By..~ 

(Contracting Officer) 


(Lessee) 

By ..-. 


(Business address) 

Note, Type or print names under all 
signatures. , 

CxmrtCATX 

I_____ certify that I 

am tho_______of th# 

corporation named as Lessee herein; that 

__......_.............. who signed this 

contract on behalf or the Leasee, wna then 
__'...... of said corpora¬ 
tion; that said lease was duly signed for and 
in behalf or said corporation by authority 
of It# governing body, and Is within the scope 
of Its corporate powers. 

-___...... (Corporate Seal) 

(Signature) 

9 1007.2905 Required clauses. The 
following clause*, consecutively num¬ 
bered with Roman numernls preceded 
by the word “Clause”, will be Inserted In 
all leases of machine tools and other pro¬ 
duction equipment. 

! 1007.2905-1 Leased property. 

Leased Property 

The Government hereby leases and agrees 
to deliver to the lessee, and the lessee Agrees 
to accept upon all the terms and conditions 
and for the purpose hereinafter set forth, the 
machine tool# and other Items of production 
equipment listed In Appendix “A", attached 
hereto and made a part hereof. The parties 
may. from time to time, by mutual agree¬ 
ment. Include under this lease additional 
Items of machine tools and other production 
equipment by amendment of Appendix **A*‘. 

9 1007.2905-2 Term . 

Term 

The term of this lease shall commence on 
the_day of ...__«... 


10... and shall end on th# ............. day 

of__ 19... unless sooner tcrau- 

nated a# herein provided. 

9 1007.2905-3 Delivery. 

Delivery 

As soon as practicable after the da:** of 
this lease, the leased property, to the extern 
not heretofore delivered to, or placed In cus¬ 
tody of tbe lessee, shall, at the option of the 
Government, be delivered to the lessee FOB 

cars, lessee's plant at ..._...__ 

or on cars at a railroad siding nearest aid 
plant, or FOB truck at lessee’s plant. 

9 1007.2905-4 Disclaimer of warm fy. 
Disclaimer or Warranty 

The leased property Is furnished without 
warranty, express or implied, on the part of 
the Government as to serviceability or Al¬ 
ness for use, provided however, thet th* 
lessee shall at any time not later than thirty 
days after delivery have the right to Inspect 
and reject the same or any part there*.r for 
good and sufficient reason relative to th* 
condition of tho leased property. 

{ 1007.2905-5 Use of leased property. 

Us* or Le ase d Propoitt 

The lessee may use the leased property 
for all legal purpose*, provided however, 
subject to the provisions of any other nppli- 
cable priority system established by the 
Government, that th# lessee shall net us* 
the leased property, or any part thereof, for 
work which would Interfere materially wHk 
the performance of Government contacts 
or subcontracts and provided further thst 
llrit priority will be given, with due refund 
to existing commitments, to Air Force con» 
tract# and subcontracts. 

9 1007.2905-6 Rental. 

Rental 

<a) The lessee shall pay rent for th* 
property at the monthly rental rat# of acqui¬ 
sition cost specified In Appendix “A**. Suck 
rent shall begin with respect to said item si 
the beginning of the terra of this leaM- an Ml 
forth In Clause II hereof or upon d>ts d 
delivery of such Item to the lessee wbuhem 
is later and shall oonttnue to the d;.te 
which this lease expire* or is terminated wit* 
respect to said item or Items of leas** prop¬ 
erty; provided, however, that such rental 
shall commence upon the date when the turn 
la placed in s usable condition In those cams 
wherein an Item Is unusable a# a result of 
need for repairs and/or port# repine* - nr nil 
at the time when rental would otheruire 
gin. Rent accruing during the month of 
delivery of ony Item or Items of leased prop¬ 
erty and the month in which such lirrn of 
items of leased property are returned to th* 
Government shall be prorated on the 
of a thirty-day month. Rental pay menu 
shall be made for rental due and owing A* 
each culendar quarterly period during u* 
term of this lease not later than the l® 18 
day of the month following such enleixV 
quarter. Said rental payment shall hr niadr, 
by check payable to the Treasurer of th* 
United StAtes and shall be mailed or delivers® 
to th# Contracting Officer or such other per¬ 
son as may be designated by the Contracting 
Officer for transmittal to the appropriate ac¬ 
counting officer, accompanied by a itawn®*®* 
In triplicate explaining the amount of each 
payment. 

(b) The lessee shall as soon as practical 
notify th# Contracting Officer of the dat* a 
dates upon which the items to be leased *<** 
or are received by It and will advise the Coe* 
trading Officer of any Items that wer* •* 
ore not In a usable condition as a result« 
the need for repairs and/or parts rep:ucw 
ment at the time of receipt and. "subject w 
the provisions of Clause IV hereof, that 
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rehabilitation will be made. In thU event 
the ]r«iee agree* to undertake the rehabilita¬ 
tion thereof forthwith, and to notify the 
Contracting Officer of the date when the re¬ 
habilitation of each such Item la completed. 
Such date! shall be subject to verification and 
approval by the Contracting Officer. 

t 1007,2905-7 Liability and risk of 

loss. 

Liability and Hxlk or Loss 

(ai The leased property shall be returned 
by the lessee to the Government In good 
operating condition, fair wear and tear ex¬ 
cepted. provided however, that the lessee 
thall not be responsible for any loss, de¬ 
struction, or damage to the leased property 
resulting from hostile or warlike action, in¬ 
cluding action In hindering, combating or de¬ 
fending against an actual, impending, or ex¬ 
pected attack by any government or sovereign 
power (d* Jure or de facto), or by any au¬ 
thority using military, naval, or air forces, 
or by any agent of any auch government, 
power, authority, or forces. 

(b> The lessee agrees to maintain auch in¬ 
surance, In such amounts and In such form, 
as the Contracting Officer may direct with 
respect to any risks or perils far which the 
l**»ce is responsible hereunder, and which 
is customarily covered by Insurance (or by a 
reserve for self-insurance) In accordance with 
the normal practice of the lessee or the pre¬ 
vailing practice of the Industry In which the 
lessee Is engaged with respect to similar prop¬ 
erty in the same general locate. 

1 1007 2905-8 Maintenance, 

Maintenance 

The lessee shall preserve and maintain 
the leaded property in good operating con¬ 
dition. Including the making of repairs and 
replacement of parts. In accordance with 
sound industrial practice, except when loos, 
damage, or destruction Is caused by or re¬ 
sults irom risks or perils for which the 
le«ee is not liable under Clause VII of thu 
lease. If the leased property Is delivered 
In other than good operating condition, and 
not rejected os provided in Clause IV. the 
lessee shall place the leased property in 
good operating condition. The coats of such 
rehabilitation will be borne by the leasee 
except to the extent that such costa are 
otherwise reimbursable under a contract 
with the Government or a subcontract 
thereunder. 


i 1007.2905-9 Termination, 

Tebmination 

U) The lease may be terminated by tin 
Government *ny time, without advance 
notice to lessee, as to any or all of the leasee 
property. The Government shall endeavoi 

t0 lh * ,ew * thln * (3o > <lnv; 

written notice of such termination. Thi 
may terminate thu lease In whole 01 
Part, at any time upon thirty (30) day, 
acMcc. or without such notice. In whole 
but not in part. In the event of partln 

SSS!? 0 * by tha Government as herds 

provided. 

Government may terminate tht 
XPJdefault of the lessee upon th< 
lesaeo to perform any of thi 
ffiLS* hereof, provided th< 

Ccutrscting Officer has given the lease, 

»nd^h. In , wrttl ?« •P^Uyla* »uch lailur 
>*“*• hM not cured »uch fallur 
10 <•»» (or tucb longer period a 

„i, f*P* ^R* ot «»>«*» notice. Ter 
U>nu take effect im 
oiately upon notice thereof to the lessee 

} 1007 2905-10 Disposition. 

DfajoiiinoN 

OJKrn ^ or Partial ter 
or expiration of thu lease or upai 


notice to the Government of the rejection of 
any item or Items of the leased property in 
accordance with Clause IV, leasee shall, at its 
own expense. Inspect and prepare such item 
or Items for shipment In accordance with 
specifications and Instructions set forth In 
the attached schedule, as directed by the 
Contracting Officer. Within ninety (90) days 
after total or partial termination, expiration, 
or notice to the Government of rejection, 
the Government shall furnish the lessee In¬ 
structions as to the place to which the item 
or items directed thereby shall be shipped, 
and the means of transportation thereto. 
Within ten (10) days thereafter or such 
longer time as the Contracting Officer may 
allow, the lessee shall, also at Its own ex¬ 
pense. ship the items in accordance with 
applicable provisions of the specifications 
and Instructions set forth in the attached 
schedule. Transportation costa shall be 
borne by the Government, except as other¬ 
wise provided herein. In lieu of. or In addi¬ 
tion to. the foregoing, the lessee shall per¬ 
form such other work with respect to the 
aforesaid Item or Items of leased property as 
the Contracting Officer may direct: Pro- 
Tided. hotcever. That the lessee shall be re¬ 
imbursed by the Government for the cost 
of performance of such other work. If the 
leasee has received no instructions from the 
Government with respect to the disposition 
of the leased property within ninety (90) 
days after termination, expiration or rejec¬ 
tion. as provided herein, the lessee shall 
maintain said property in good condition in 
storage at the lessee’s plant or premises or 
at the nearest storage facility at the expense, 
or for the account, of the Government. 

(b) In the event of termination for de¬ 
fault. the lessee shall bear all the costs of 
transportation of the leased property from 
the plant or premises of the lessee to the 
Government at such place within the conti¬ 
nental United States as shall be designated 
by the Contracting Officer. 

! 1007 2905-11 Location of leased 
property. 

Location of Leased Propebty 

Tlie leased property shall be located at 

__ Except as otherwise 

provided in Clause X of this lease and except 
for the purpose of protecting or repairing the 
leased property, the lessee shall not remove 
the leased property from the above-men- 
. tinned location. 

5 1007 . 2905-12 Title. 

Tins 

Title to the leased property U and shall 
remain In the Government and title thereto 
•hall not be affected by the incorporation or 
attachment thereof to any property not 
owned by the Government, nor shall such 
leased property or Any part thereof be or 
become a fixture or lose its Identity as per¬ 
sonalty by reason of affixation to any realty. 
The lessee shall not pledge, assign, transfer, 
lease, sublet or subcontract nor part with the 
possession of the property leased hereunder, 
in any manner whatsoever, either directly or 
indirectly: nor shall the lessee wilfully do or 
suffer anything whereby the leased property 
shall or may be seized, taken in execution, 
impounded, attached, damaged, or destroyed. 

* 1007 . 2905-13 Reports to be fur¬ 
nished by the lessee. 

Retobts To Be Fubnisiixb by the Lessee 

The leasee. Insofar os It Is able, shall fur¬ 
nish the Government, upon written request 
therefor, such reports, estimates and other 
Information regarding the property leased 
hereunder aa the Contracting Officer finds 
necessary and reasonable. Including auch rec¬ 
ords and data with respect to such leased 
property os may be required by the Contract¬ 
ing Officer for Industrial planning or other 


purposes. Requests for such reports, cell¬ 
mates and other Information shall set forth 
the nature of the Information sought and 
the form in which such Information is to be 
furnished. 

§ 1007.2905-14 Taxes. 

Taxes 

The leasee agrees to pay to proper authority, 
when and as same become due and payable, 
all taxes, assessments and similar charges 
which ore properly and legally taxed, assessed 
And imposed on the lessee's interest made or 
created pursuant to the provisions of this 
lease, with respect to part or all of the leased 
property provided hereunder, or the use 
thereof. 

5 1007.2905-15 Marking and identifi¬ 
cation. 

Masking and Identification 

The lessee shall maintain adequate prop¬ 
erty control records and a marking and Iden¬ 
tification system in accordance with the pro¬ 
visions set forth In the "Manual for Control 
of Government Property in Possession of 
Contractors'* and shall comply with the pro¬ 
visions of said Manual. The Government 
shall have the right to enter the lessee's 
premises at reasonable times to Inspect the 
records and Identifications required under 
this clause. 

5 1007.2905-16 Access to leased prop¬ 
erty. 

Access to Leased Pbopestt 

The Government shall at all times have 
access to the place or places wherein the 
leased property Is located for the purpose of 
Inspection and inventory of the leased prop¬ 
erty, or for the purpose of removing such 
property in the event of the leasee's failure 
to return such property to the Government 
as may be required under the terms or this 
lease. 

5 1007.2905-17 Responsibility for 
damages , 

RmroNMaiiTTY roa Damages 

The Government shall not be responsible 
for damages improperly of the lessee or of 
other persons or for personal Injury to or 
death of the leasee's officers, agents, servants, 
or employees, or any other person, arising 
from or incident to the possession and use 
of any of the property leased herein, from 
any cause whatever, and the lessee shall 
save the Government harmless from such 
claims; provided, that nothing In this clause 
■hall be deemed to affect any liability of 
the Government to its own employees, 

5 1007.2905-18 Nondiscrimtnation in 
employment. Insert the clause set forth 
in 5 12.803 of this UUe. 

5 1007 2905-19 Officials not to benefit . 
Insert the clause set forth In 5 7.103-19 
of this title. 

5 1007.2905-20 Covenant agaitist con¬ 
tingent fees. Insert the clause set forth 
In 5 7.103-20 of this title. 

5 1007.2905-21 Eight-hour law of 1912 . 
Insert the clause set forth in 5 12.303-1 
of this title. 

§ 1007.2905-22 Convfcf labor. Insert 
the clause set forth in 5 12 203 of this 
title. 

5 1007.2905-23 Disputes. Insert the 
clause set forth In 5 7.103-t of this title. 

5 1007.2905-24 Definitions. Insert the 
clause set forth in 5 7.103-1 of this title. 

5 1007.2905-25 Approval Insert the 
clause set forth in 5 7.105-2 of this title. 
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SUBFART EE—CLAUSES FOR CONSTRUCTION 
CONTRACTS 

1 1007.3103 Required clauses. Con¬ 
struction contracts will consist of stand¬ 
ard clauses, and. In addition, the follow¬ 
ing additional general provisions. 

9 1007 3103-1 Alterations in contract. 
Insert the clause set forth in § 7.105-1 of 
this title, and specify therein that. 
"Clause 6 (Disputes). 13 (Patent Indem¬ 
nity) . and 19 (Nondiscrimination in Em¬ 
ployment > of the contract are deleted 
and replaced by:__". 

(a) Insert numbered 6. the complete 
text of the Disputes clause set forth in 
9 7.103-12 of this title, changing the word 
"Secretary,” which appears twice there* 
In to read, "head of the department.” 

(b) Insert, numbered 13. the complete 
text of the Patent Indemnity clause set 
forth in § 9.103-2 of this title, or one or 
the other clauses set forth in 9 9.103 of 
thi3 title if more appropriate. 

(c) Insert, numbered 19. the complete 
text of the Nondiscrimination in Em¬ 
ployment clause set forth in 9 12.802 of 
this title. 

The text of any other alterations made 
in any printed or typewritten contract 
will be set forth In this clause. This 
clause will be used only for the purpose 
of describing additions, deletions, or 
changes, and will not be used to set forth 
additional clauses. 

9 1007.3103-2 Assignment of claims. 
Insert the clause set forth in 9 7.103-8 
of this title. 

9 1007.3103-3 Federal, State, and local 
taxes. Insert the clause set forth in 
S 11.901 of this title. 

9 1007.3103-4 Termination for con- 
venicnce of the Gotsernment. Insert the 
clause set forth in 9 8.703 of this title. 

J 1007.3103-5 Notice to the Govern¬ 
ment of labor disputes. Insert the clause 
set forth in 9 7.105-3 of this title. 

I 1007.3103-8 Government-furnished 
properly. Insert the clause set forth In 
9 13.502 of tills title with modifications 
appropriate to the following: 

<a> Construction contracts entered 
Into and administered by the base pur¬ 
chasing and contracting officer will be 
modified os follows: 

(1) Delete the second and third sen¬ 
tence of paragraph <c> appearing in 
9 13.502 of tills title and insert in lieu 
thereof. "Accountable records applicable 
to this contract will be established and 
maintained by the Installations Engineer 
in accordance with AFR 85-5 dated Jan¬ 
uary 6, 1955/* 

<2) Delete the following language ap¬ 
pearing in 9 13.502 of this title: 

The following provision (f) la for use in 
advertised Axed-price contracts: 

(f) Unices otherwise provided In LhU con¬ 
tract. the Contractor, upon delivery to It of 
any Government-Tarnished Property, as¬ 
sumes the risk of. and shall be responsible 
for. any loas thereof or damage thereto except 
for reasonable wear and tear, and to the 
extent that such property is consumed in 
the performance of this contract. 

The following provision (f) Is for use In 
negotiated fixed-price contracts. 
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<3> Delete the words "industry in 
which the contractor is engaged" ap¬ 
pearing in paragraph <f) <i) cU) in 
9 13.502 of this title and substitute there¬ 
for the words "construction industry.’* 

<4> Delete paragraph <f> (vli) ap¬ 
pearing in 9 13.502 of this title. 

(b> Construction contracts entered 
into and administered in behalf of the 
Government, by other than the base pur¬ 
chasing and contracting officer will be 
modified as follows: 

(1 > Delete the second sentence only of 
paragraph <c> appearing in 9 13.502 of 
this title. 

(2) Delete as indicated in paragraph 
(a> (3) of this section. 

(3) Delete as indicated in paragraph 
(a) (4> of this section. 

9 1007.3103-7 Reportino of royalties. 
Insert the clause set forth in 9 9.110 of 
tills title, but see 9 9.110-2 of this title. 

9 1007.3103-8 Accident preventI 07 1 . 

Accidxkt ParvrjrriON 

In order to protect the life and health of 
employees In the performance of this con¬ 
tract, the Contractor will comply with all 
pertinent provtilona of the ‘-Safety Require¬ 
ments" approved toy the Chief of Engineer*. 
18 December 1941. ax revised 1051 and Air 
Force Manual 32-3. "Accident Prevention 
Handbook for Air Force Personnel." June 
1949. Change 32-3A, December 1950. Change 
32-3D. 1 October 1952, (copies of which are 
on file In the office of the Contracting Offi¬ 
cer) and amendment® to the above- 
mentioned publications, and will take or 
cause ta be taken such additional measures 
as the Contracting Officer may determine to 
be reasonably necessary for this purpose. 
The Contractor wUl maintain an accurate 
record of and will report to the Contracting 
Officer in the manner and on the forms pre¬ 
scribed by the Contracting Officer, all coses 
of death, occupational disease, and trau¬ 
matic Injury arising out of or In the course 
of employment on the work under thla con¬ 
tract. The Contracting Officer will notify 
the Contractor of any noncompllance with 
the foregoing provisions And the action to 
be taken. The Contractor shall, after re¬ 
ceipt of such notice. Immediately correct 
the conditions to which attention has been 
directed. Such notice, when served on the 
Contractor or his representatives at the site 
of the work, shall be deemed sufficient for 
the purpose aroreoald. If the Contractor 
falU or refuses to comply promptly, thp 
Contracting Officer may Issue on order stop¬ 
ping all or any part of the work. When 
satisfactory corrective action Is taken, a 
start order will be issued. No port or the 
time lost due to any such atop order shall 
be made the subject of claim for extension 
of time or for excess costs or damages by 
the Contractor. 

9 1007.3103-9 Bonds. 

Dowds 

(a) Payment bond. It this contract ex¬ 
ceeds $2,000, the Contractor agrees to furnish 
a payment bond with good and sufficient 
surety ur sureties acceptable to the Govern¬ 
ment for the protection of persons furnishing 
material or labor in connection with the per¬ 
formance of the work under this contract on 
Standard Form 25A or Standard Form 27A. 
The penal sum of such payment bond shall 
be as follows: (1) if the oontract price is not 
more than $1.000,000, 60 percent of the con¬ 
tract price; <tl) if the contract price is moro 
than $1,000,000. but not more than $5,000,000. 
40 percent or the contract price; (111) if the 
contract price Is more than $5,000,000, 
$2,500,000. 


(b) Performance bond. If the contrsn 
price exceeds $24)00. the Contractor further 
agrees to furnish a performance bond wiui 
good and sufficient surety or suretu. Ac¬ 
ceptable to the Government In conm-enr* 
with the performance of work under ihk 
contract on Standard Form 25 or StniuUf* 
Form 27. The penal sum of such perform. 
Mice bond shall be equal to the penal »um of 
the payment bond unless otherwise spe lilcd 
herein. 

(c) Any bonds required hereunder will b» 
dated as of the same date as the contract soft 
will be furnished by the Contractor to the 
Government at the same time the eon tract 
Is executed. 

9 1007.3103-10 Gratuities. Insert the 
clause set forth in 9 7.104-16 of this title, 
but change the word •‘Secretary'* w hlch 
appears twice in paragraph (a) and once 
in paragraph <b) therein to read, "head 
of the department." 

f 1007.3103-11 Delivery. 

Ocjukt 

Unless otherwise provided in this cor.tract, 
all materials to be furnished by the Controe* 
tor shall be delivered to tho Government 
f. o. b. sits of the work. 

f 1007.3103-12 Notice and assiftanee 
regarding patent infringement. Insert 
the clause set forth in 9 9.104 of this title. 

9 1007.3103-13 Authorisation and 
consent . Insert the clause set forth in 
9 9.102-1 of this title. 

9 1007,3103-14 Renegotiation. Insert 
the clause set forth in 9 7.103-13 of this 
title. 

f 1007.3104 Clauses to be used irJtr* 
applicable. 

• 9 1007.3104-1 Examination of rec¬ 
ords. If the contract results from ne¬ 
gotiation, insert the clause set forth in 
9 7.104-15 of this title. 

9 1007.3104-2 Approval of subcon¬ 
tracts. If the contract price is in excess 
of $2,000, insert the following clause. 

Approval or Contracts 

No contract shall be made by thr Con¬ 
tractor wlih sny other party for furnUhUf 
any of the completed or substantially com¬ 
pleted articles or work herein eou*n»cud 
for without the written approval of the Con¬ 
tracting Officer as to sources. 

9 1007.3104-4 Military security re¬ 
quirements. According to the require¬ 
ments of 9 7.1C4-12 of this title. iniert 
the clause set forth in tliat section. 

9 1007.3104-5 Utilization of smdM 
business concerns . If the contract price 
is in excess of $5,000. insert the clau* 
set forth in | 7.104-14 of this title. 

9 1007.3104-6 Approval of contract. 
Whenever the contract requires manual 
approval, other than by the contraettm 
officer, prior to becoming effective, in¬ 
sert the clause set forth in 9 7 . 1 C 5-2 of 
this title. 

9 1007.3104-7 Patent indemnity. Ac¬ 
cording to the requirements of 9 9.103 of 
this title. Insert the appropriate clause 
or clauses set forth in that section wiw 
additional provisions as prescribed. 

9 1007.3104 8 Reproduction and vsf 
of technical data. If the contractor t* 
required to furnish technical data under 
the contract, such as reports, drawtnp* 
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blueprints, data, insert the clause set 
forth in 5 9.112 of this title. 

{ 1007.3104-9 Copyright* According 
to the requirements of subpart B. part 9 
of tills title and subpart B, port 1019 of 
tills chapter, insert the clause set forth 
in 1 9.202 of this title. 

ft 1007.3104-10 Filing of patent appli¬ 
cations. According to the requirements 
of ft 9.106 of this title, insert the clause 
set forth therein, but see ft 9.106-1 of 

this title. 

ft 1007.3104-11 Priorities , allocations 
and allotments. According to the re¬ 
quirements of ft 1.308-2 of this title, in¬ 
sert the clause set forth in ft 7.104-18 of 

this title. 

ft 1007.3105 Additional clauses. The 
following clauses may be inserted when 
necessary or desirable to cover the sub¬ 
ject matter contained in such clauses. 

ft 1007.3105-1 Patent rights. The 
clause set forth In ft 9.107-1 of this title 

may be Inserted. 

1 107.3105-2 Superseding specifica¬ 
tions. The clause set forth in ft 1007.4024 
may be inserted. 

} 1007.3106 Required special provi- 
iions. The following special provisions 
will be inserted In all construction con¬ 
tracts and will be numbered as set forth 

below. 


! 1007.3106-1 Description of work . 

8P 1-01 Description or WotK 

(*) Work to be done. The work to be 
done ii described in U. 8. Standard Form 23 
attached hereto. The Government will fur- 
xu*h to the Contractor the material* and 
equipment required by the statement of work 
to be so furnished. If any. 

(b) Quantity. (Thia paragraph la appli¬ 
cable to all lump-sum contracts but la in¬ 
applicable to all unit price contracts.) The 
lump-sum price for the entire work wUl be 
the basis of payment. The Contractor will 
be required to complete the work as specified, 
subject to the provisions of Clause 3. 
Changes, hereof. 

(c) Qualify. (This paragraph is appli¬ 
cable to all unit'price contracts but Is inap¬ 
plicable to all lump-sum contracts.) The 
contractor may reasonaby expect a variation 
m the estimated quantity set forth in tho 
Schedule such that the total payment for 
the completed work may range from 75 per- 
cent to 125 percent of the total amount 
•tated on the Standard Form 23 attached 
hereto. The Contractor wUl be required to 
complete the entire work as set forth herein 
subject to the allotment or sufficient funds 
to the contract: Provided, (1) the Contrac- 
/^♦ l l» no ^. aulhorlw, 10 P*rtonn work the 

^ hlch wiu exceed tho amount stated 
Form 23 attached hereto with- 
^f lh * 4 i pr,or wrUUn authorization of the 
^ ting °® c * r * &nd lf lh « completed 

fr ° m 75 to 125 percent 

1 f*quantities set forth In the 
Claim, r!* ^ praetor will be allowed no 
fcr fop antlc, P At «i proflu or loss of proflu 
°l *"> wt *•«»«■• of dtOer- 
rr.r." 1 ' of *ny lt«n> and 

Inn ^ ? 1 0f any ltem actually required, 
than f WOr * ***• ihan 76 Percent or more 

‘ Percent of tho ettlmated quantities 
rjr . ' h on tb ® Schedule causes an increase 
ma/hi 0M * *2 the unil Pr 1 ^ °r prices there 
. * an ^iustment of such prices in ac- 

cUuse!** Wlth th ® proccdure * of the Changes 


ft 1007.3106-2 Scope of work . 

8P 1-02 Scop* or Work 

OinUalona from the drawings or speci¬ 
fications, or the misdescription of details 
of work which are manifestly necessary to 
curry out the intent of the drawings or spe¬ 
cifications, or which are customarily per¬ 
formed. shall not relieve the contractor from 
performing such omitted or misdescribed de¬ 
tails of work, but they shall be performed 
as lf fully and clearly set forth and de¬ 
scribed In the drawings and specifications. 
Such obvious omissions supplied by the Con¬ 
tractor shall be without cost to the Gov¬ 
ernment, but any change in drawings or 
specifications directed by the Government 
shall be mode In accordance with the clause 
hereof entitled ••Changes.” 

ft 1007.3106-3 Site Investigation and 
representations. 

SPl-03 Site Investigation and 

KXPRZSENTAT10N3 

The Contractor acknowledges that he has 
satisfied himself as to the nature and loca¬ 
tion of the work, the general and local con¬ 
ditions. particularly those bearing upon 
transportation, disposal, handling and stor¬ 
age of materials, availability of labor, water, 
electric power, roads, uncertainties of 
weather, the conformation and condition of 
the ground, the character, quality and quan¬ 
tity of surface and subsurface materials to 
be encountered, the character of equipment 
and facilities needed preliminary to and 
during the prosecution of the work and ail 
other matters which can In any way affect 
the work or the coat thereof under this con¬ 
tract. Any failure by the Contractor to 
acquaint himself with all the available in¬ 
formation concerning these conditions will 
not relieve him from responsibility for esti¬ 
mating properly the difficulty or cost of suc¬ 
cessfully performing the work. The Gov¬ 
ernment assumes no responsibility for any 
understanding or representations made by 
any of Its officers or agents during or prior 
to the execution of this contract, unless such 
understanding or representation* by the 
Government are expressly stated in the con¬ 
tract. Representations made but not so ex¬ 
pressly stated and for which liability U not 
expressly assumed bjrthe Government In tho 
Contract shall be deemed only for the Infor¬ 
mation of the Contractor and the Govern¬ 
ment will not be liable or responsible thereof. 

ft 1007.3106-4 Order of work. 

8F 1-04 Order or Work 

The Contractor shall start and complete 
the work In such order of procedure as may 
be prescribed by tho Contracting Officer, 

ft 1007.3106-5 Operations and storage 
areas . 

8P 1-05 Operation and Storage Areas 

AU operations of the Contractor (including 
storage of materials) upon Government 
premises shall be confined to areas author¬ 
ized or approved by the Contracting Officer. 
No unauthorized or unwarranted entry upon, 
passage through, or storage or disposal of 
materials shall be made upon Government 
premises. Government premises adjacent to 
the construction will be made available for 
use by the Contractor without cost whenever 
such use will not Interfere with other Gov¬ 
ernment uses or purposes. The Contractor 
shall hold and save the Government. Its offi¬ 
cers and Agents, free and harmless from lia¬ 
bility of any nature or kind arising from any 
use, trespass or damage occasioned by his 
operations on premises of third persons. 

Temporary buildings (storage sheds, shops, 
office, etc.) shall be erected by the Con¬ 
tractor upon Government premises only with 
the approval of the Contracting Officer, and 


shall be built with labor and materials fur¬ 
nished by the Contractor without expense 
to the Government, and will be removed by 
him at his expense upon the completion of 
the work. With the written consent of the 
Contracting Officer, such buildings and/or 
utilities may be abandoned and need not be 
removed. 

The Contractor ahall. under regulations 
prescribed by the Contracting Officer, use 
only established roadways or construct and 
use such temporary roadways as may be 
authorized by the Contracting Officer. Where 
materials are transported In the prosecution 
of the work, vehicles ahall not be loaded 
beyond the loading capacity recommended 
by the manufacturer of the vehicle or pre¬ 
scribed by any Federal, State, or local law 
or regulation. When it Is necessary to cross 
curbings or sidewalks, protection sgainst 
damage shall be provided by the Contractor, 
and any damaged roods, curbing, or side¬ 
walks shall be repaired by, and at the expense 
of, the Contractor. 

ft 1007.3106-6 Base lines and grades. 

SP 1-06 Bask Lines and Obades 

The Contractor shall lay out his work from 
base lines and grades established by the 
Government and shall be responsible for all 
measurements in connection therewith. The 
Contractor shall, at his own expense, furnish 
all stakes, templates, platforms, equipment, 
and ranges and labor that may be required 
in setting and cutting, or laying out any 
part of the work. The Contractor will be 
held responsible for the proper execution 
of the work to such lines and grades as msy 
bo established or Indicated by the Contract¬ 
ing Officer, and ail stakes or other marks 
thus established shall bo preserved by him 
until their removal is authorized by the Con¬ 
tracting Officer. The Contracting Officer will 
furnish, on request from tho Contractor, all 
location and limit marks reasonably neces¬ 
sary for the conduct of the work. 

ft 1007.3106-7 Progress charts , Sun¬ 
days, holidays , and nights. 

8 P 1-07 Paooazss Charts, Sundays, Hoi idats 
and Nights 

(s) The Contractor shall within five (5) 
days or within such time as determined by 
the Contracting Officer, alter date of com¬ 
mencement of work, prepare and submit to 
the Contracting Officer for approval a prac¬ 
ticable and feasible schedule, showing the 
order In which the Contractor proposes to 
carry on the work, the date on which he will 
start the several salient features (Including 
procurement of materials, plant, and equip¬ 
ment) and the contemplated dates for com¬ 
pleting them. The schedule shall be in the 
form of a progress chart of suitable scale to 
indicate appropriately the percentage of 
work scheduled for completion at any time. 
The Contractor shall enter on the chart the 
actuAl progress at the end of each week or 
at such intervals as directed by the Contract¬ 
ing Officer, and shAll immediately deliver to 
the Contracting Officer three coplea thereof. 

(b) The Contractor shall furnish sufficient 
forces, construction plant, and equipment, 
and shall work such hours, including night 
shifts, overtime operations, and Sunday and 
holiday work, as may be necessary to insure 
the prosecution of the work In accordance 
with tire approved progress schedule. II. In 
the opinion of the Contracting Officer, tho 
Contractor falls behind the progress schedule, 
the Contractor shall take such steps as may 
bo necessary to Improve his progress, and the 
Contracting Officer may require him to In¬ 
crease the number of shifts, and/or overtime 
operations, days of work, and/or the amount 
of construction plant, oil without additional 
cost to the Government. 

(c) Failure of the Contractor to comply 
with the requirements of the Contracting 
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Officer under this provision shall b« grounds 
for determination by the Contracting Officer 
that the Contractor Is not prosecuting the 
work with such diligence as will insure com¬ 
pletion within the time specified. Upon such 
determination, the Contracting Officer may 
terminate the Contractor's rights to proceed 
with the work, or any separable port, thereof. 
In accordance with the clause entitled 
‘'Termination for Default-Damages for De¬ 
lay-Time Extensions". 

5 1007.3106^8 Standard test , quality 
and guarantees. 

SP 1-06 Standakd Tnrr, Quality, and 
Guajlantexs 

(a) Unless waived In writing by the Con¬ 
tracting Officer, all tests or trials shall be 
made In the presence of a duly authorised 
representative of the Contracting Officer. 
When the presence of the Inspector Is so 
waived, sworn state menu, in triplicate, of 
the test made and results thereof shall be 
furnished to the Contracting Officer by the 
Contractor as soon as possible after the tests 
are made. 

(b) All coats of all tests and trials, except 
the expense of the Government inspector, 
concrete aggregate and cylinder tests, and 
sou analysis, shall be borne by the Contrac¬ 
tor. 

(c) All articles and suppUes. and equip¬ 
ment. parts and assemblies thereof, of stand¬ 
ard manufacture, or for which deUU design 
or requirements are not prescribed In these 
specifications, shall be guaranteed by the 
Contractor against any failure In the proper 
use or operation caused by defective material, 
workmanship, or design for a period of one 
(1) year from the date of Anal acceptance of 
the complete work under this contract. Fail¬ 
ure In any part due to such causes within 
that time shall be promptly and satisfac¬ 
torily remedied by the Contractor without 
cost to the Government. 

*(d) All materials, supplies, and articles 
furnished shall, wherever practicable, be 
the standard products of recognised, reputa¬ 
ble manufacturers. Reference In these 
specifications to a particular product Is given 
for descriptive purposes only unless other¬ 
wise specifically stated. The standard prod¬ 
ucts of manufacturers other than specified 
will be accepted when It U proved to the 
satisfaction of the Contracting Officer that 
they are equal In strength, durability, and 
usefulness, and equally serviceable for the 
purpose far which they arc Intended and do 
not require a major revision in design In 
order to permit their use. Any changes re¬ 
quired In the details and dimensions Indi¬ 
cated on the drawings, for the substitution 
of startdaid products, other than those pro¬ 
vided for. shall be properly made as approved 
by the Contracting Officer, and at the ex¬ 
pense of the Contractor. 

S 1007 3100-9 Preservation of exist¬ 
ing vegetation . 

SP 1-09 ParstavATfoN or Existing 
Vegetation 

The Contractor will preserve and protect 
ail existing vegetation such os trees, shrubs, 
and grass on or adjacent to the site which 
do not unreasonably Interfere with the con¬ 
struction as may be determined by the Con¬ 
tracting Officer. The Contractor will be re¬ 
sponsible for unauthorised cutting or 
damaging of trees and ahrubs. Including 
damage due to careless operation of equip¬ 
ment. stockpiling of materials, or tracking 
of gross areas by equipment. 

Care will be taken by the Contractor In 
felling trees authorized for removal to avoid 
any unnecessary damage to vegetation that 
"Isto remain in place. Any limbs or branches 
of trees broken during such operations shall 
be trimmed with a clean cut and painted 
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wtth an approved tree-pruning compound If 
required by the Contracting Officer. The 
Contractor will be liable for or may be re¬ 
quired to replace or restore at his own 
expense all vegetation not protected and 
preserved as required herein that may be 
destroyed or damaged. 

5 1 007.3106-10 Protection of material 
and work. 

SP 1-10 PaorwcTTON or Matoial and Woint 

Notwithstanding the provisions of the 
clause of this contract entitled "Govern- 
ment-Fuminhed Property.'* the Contractor 
shall at all times take care to protect and 
preserve all materials, supplies, and equip¬ 
ment of every description (including prop¬ 
erty which may be Government furnished 
or owned! and all work performed. All 
reasonable requests of the Contracting Offi¬ 
cer to Inclose or specially protect such prop¬ 
erty will be compiled with. If. sa determined 
by the Contracting Officer, material, equip¬ 
ment, supplies, and work performed ore not 
adequately protected by the Contractor, such 
property may be protected by the Govern¬ 
ment and the cost thereof may be charged 
to the Contractor or deducted from any 
payments due to him. 

5 1007.3106-11 Possession prior to 
completion . 

SP 1-11 Possessions Par os to CownimoN 

The Government shall have the right to 
take possession of or use any completed or 
partially completed part of the work. Such 
posseraion or use shall not be deemed an 
acceptance of any work not completed In 
accordance with contract. If such prior pos¬ 
session or use by the Government delays the 
progress of the work or causes additional 
expense to the contractor, an equitable ad¬ 
justment in the contract price aud/or the 
time of completion will be made and the 
contract shall be modified in writing 
accordingly. 

9 1007.3106-12 Suspension of work. 

SP 1-12 8otwiiwox or Wo*x 

The Contracting Officer may order the Con¬ 
tractor to suspend all or any part of the 
work for such period of time as may be 
determined by him to be necessary or de¬ 
sirable for the convenience of the Govern¬ 
ment. Unless such suspension unreasonably 
delays the progress of the work and causes 
additional expense or loss to the Contractor, 
no increase In contract price will be allowed. 
In the case of suspension of all or any part 
of the work for an unreasonable length of 
time, causing additional expense or loss, not 
due to the fuult or negligence of the Con¬ 
tractor. the Contracting Officer shall make 
an equitable adjustment in the contract price 
and modify the contract accordingly. 

An equitable extension of time for the 
completion of the work In the event of any 
such suspension will be allowed the Contrac¬ 
tor: Prorided, kowvtr. That the suspension 
was not due to the fault or negligence of the 
Contractor. 

1 1007.3106-13 Identification of em¬ 
ployees. 

SP 1-13 Identification or Employees 

The Contractor shall be responsible for 
furnishing to each employee and for requir¬ 
ing each employee engaged on the work to 
display, such Identification as may be ap¬ 
proved and directed by the Contracting Offi¬ 
cer. All prescribed Identification shall Im¬ 
mediately be delivered to the Contracting 
Officer, for cancellation upon the release of 
any employee. When required by tbc Con¬ 
tracting Officer, the Contractor shall obtain 
and submit fingerprints of all persons em¬ 
ployed or to be employed on the project. 


I 1007.3106-14 Cleaning up. 

SP 1-14 Cleaning Up 

The Contractor shall at all times keep tht 
construction area. Including storage areas 
used by him. free from accumulation ;« of 
waste material or rubbish and prior to com¬ 
pletion of the work, remove any rubbish frem 
and about the premises, and all tools, scaf¬ 
folding. equipment, and materials not the 
property of the Government. Upon comple¬ 
tion of the construction, the Contractor r nail 
leave the work and premises In a condition 
satisfactory to the Contracting Officer. 

I 1007.3106-15 Water . Insert the more 
appropriate of the following clauses. 
Generally the flint alternate clause will 
be used when the amount of water re¬ 
quired by the contractor will be negli¬ 
gible and existing water systems are ade¬ 
quate without disruption or alteration 
If the amount of water estimated to be 
required is substantial, would disrupt the 
existing water system, or would require 
additional connections, meters, or other 
facilities, the second alternate should be 
used. 

(a) 

SP 1-1-15 Wats* 

All reasonable required amounts of uaur 
will be made available to the Contractor by 
the Government from Government-owned 
and operated water system without cost to 
the Contractor. The Contractor will cart¬ 
ful ly conserve all water. 

(b) 

SP 1-15 Wate* 

The responsibility shall be upon the Con¬ 
tractor to provide and maintain at hla own 
expense an adequate supply of water of t 
quality suitable for his use for construction 
and domestic consumption. At hla own ex¬ 
pense, he shall install and maintain any 
necessary water supply connections and pip¬ 
ing hut only at such locations and In »ucb 
workmanlike manner a« may be authorised 
by the Contracting Officer. In the event 
water Is made available by the Govern meat 
the Contractor shall at his own expews. 
Install a meter to determine the amount ctf 
water used by him and such water will be 
paid for at prevaUing rates to the Govern¬ 
ment or In the event the water Is furntsbed 
from Government-owned and opcrxUd 
sources, at reasonable rates os determined 
by the Contracting Officer. All water shdl 
be carefully conserved. Before final accept¬ 
ance. temporary connections and piping in* 
stalled by the contractor shall be returned 
In a workmanlike manner to the aatblactloG 
of the Contracting Officer, 

* 1007.3106-6 Electricity . teert thf 
most appropriate of the following thrt* 
alternate clauses. Generally the first *!• 
temate will be used only where it u 
clearly practicable to meter service to 
the contractor and where the estimated 
cost of energy consumed will exceed $$0- 

(a) 

SP 1-15 ELXCTWcrrr 

All electric current required by the Con¬ 
tractor shall be furnished at his own rt ’ 
pense. All temporary connections for elec¬ 
tricity shall bo subject to the approval * 
the Contracting Officer. In the event elec¬ 
tricity Is made available by the Government 
the Contractor shall, at his own txpea*« 
install a meter to determine the amount 
of current used by him and such einctrtehf 
win be paid for by or charged to the Co»* 
tractor at prevailing rates charged to 
Government or. In the event the electric 1 ^ ‘ 
Is generated by the Government, at ieaaao* 
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able rates, as determined by the Contracting 
Officer. All temporary Unea will be fur¬ 
nished. Installed, connected, and maintained 
by the Contractor In a workmanlike manner 
satisfactory to the Contracting Officer and 
•hall be removed by the Contractor In like 
manner at bla expense prior to final accept¬ 
ance or the construction- 


8P 1-16 Eticnitcrrr 

All electric current required by the Con¬ 
tractor shall be furnished at hU own ex- 
penae. All temporary connections for elec¬ 
tricity shall be subject to approval of the 
Contracting Officer. In the event electricity 
is made available by the Government, the 
Contractor shall, at his own expense. Install 
a meter to determine the amount of current 
used by him and such electricity will be 
paid for by the Contractor at prevailing 
rates charged to the Government or, In the 
event electricity Is generated by the Gov¬ 
ernment st reasonable rates as determined 
by the Contracting Officer, except that under 
the following conditions where electric power 
Is furnished, such power will be furnlshod 
st no cast to the Contractor. 

(1) Where fractional horsepower tools are 
used other than at a central location where 
metering Is not feasible. 

(2 1 Where the total value of the esti¬ 
mated quantity of electricity to be used In 
addition to that supplied without cost lu 
(It above Is lees than *50. 

The Contractor will be furnished a state¬ 
ment of such charges and the amount so 
charged will be deducted from thf final pay¬ 
ment. All temporary lines will bo furnished, 
installed, connected, and maintained by the 
Contractor In a workmanlike manner satis¬ 
factory to the Contracting Officer and shall 
be removed by the Contractor In like man¬ 
ner at his expense prior to final acceptance 
of the construction. 

(c) 

8P 1-16 ELECTRICITY 

All reasonable required amounts of electric 
power will be made available to the Con¬ 
tractor by the Government from Govern¬ 
ment-owned or -operated electrical systems 
and supplied without cost to the Contractor. 
The Contractor shall install and maintain at 
his own expense any necessary supply con¬ 
nections and facilities but only at such loca¬ 
tions and in such workmanlike manner as 
may be authorised by the Contracting Officer. 
All electricity ahnll be carefully conserved. 
Before final acceptance, temporary connec¬ 
tion* and faculties installed by the Contrac¬ 
tor shall be removed In a workmanlike 
manner to the satisfaction or the Contract¬ 
ing Officer. If, for any reason, the Govern¬ 
ment is unable to furnish all reasonable 
•mounts of electric power required by the 
Contractor In the performance of this con- 
«*c*. it shall be the responsibility of the 
Contractor to provide an adequate supply of 
elsetrlc power at his own expense, subject to 
reimbursement by the Government on an 
•ctual cost basis. 

1 1007 . 3106-17 Airfield safety precau - 


Si* 1-17 Aixftxld Safety Precautions 

In addition to other normal safety i 
quuemente. the operation of all grou 
wjuipment (mobile or stationary), the plat 
ment of construction materials, and t 
oi e ™<^aUon operations i 
for construction, repairs, or any otl 
purpose within the landing and other safi 

arcM of airdromes wUi 

loverned by the following: 

(•) Definitions: 

J'l. Area*. Th« t*rm • Jandl 

in* al1 njnw »V» » n «* correapor 

oi S rh ly an 780 feet either si 

me runway centerline; the clear jjq 


extending 1.000 feet beyond ends of runways 
for a width of 1.500 feet: all taxi ways and 
an area 250 feet from the taxiway edge 
farthest from the object (minimum of 350 
feet at heavy bombardment airfields): and 
all aircraft parking aprons, and an area of 
125-foot width adjoining the outside edges 
of such aprons. 

(2) 8afety Precaution Areas. This term 
Includes portions of transitional and ap¬ 
proach zones where placement of objects 
may result In vertical projections at or above 
the transitional or approach surface. 

(I) Transitional Zone. The transitional 
zone la an area, adjoining the landing area 
and approach zone, covered by the transi¬ 
tional surface. 

(II) Transitional Surface. The transitional 
surface is the 1 on 7 side slope projecting 
upward and outward from the boundary of 
binding areas and approach surfaces to Inter¬ 
section with a horizontal surface, and 
Imaginary plane 150 feet above established 
airfield elevation. 

(III) Approach Zone. The approach zone 
Is an area beyond each clear zone extending 
on the ground for a distance of 25.000 feet 
along and symmetrical about the centerline 
of the runway. The width of the approach 
zone Is 1.500 feet at the end of the clear zone, 
flaring to 4,000 feet wide at a distance of 
10.000 feet from the clear zone, and continu¬ 
ing at the 4.000-foot width lor the additional 
15.000 feet. 

(lv) Approach Surface. The approach 
surface Is an Imaginary plane covering 
the approach zone, beginning at the end 
of the clear zone at the elevation of the end 
of the runway and rising over the approach 
zone on a slope of 1 on 50 (known as the 
glide angle) for a horizontal distance of 
10,000 feet (200 feet above the elevation of 
the end of runway). Prom this point the 
controlling elevation of the approach sur¬ 
face will remain at the 200-foot level for the 
remainder of the approach zone. 

(b) Unless otherwise directed by the Con¬ 
tracting Officer, landing areas hazardous to 
Aircraft will be outlined by yellow flags by 
day and electric, battery operated, low In¬ 
tensity. red flasher, lights by night. 

(c) All vehicles (as defined In ANC-R-5 
attached to AFR 62-11), while operating In 
the landing area, will be Identified by means 
of a flag on a staff attached to and flying 
above the vehicle. This flag will be not less 
than 3 feet square and wlU consist of a 
checkered pattern of international orange 
and white squares of not less than 1 foot on 
each side. Flags varying In any dimension 
by not mote than 10 percent of the specified 
dimensions are considered to comply with 
the stated requirements. All other equip¬ 
ment and materials In the landing areas and 
applicable portions of the safety precaution 
area, will, unless otherwise directed by the 
Contracting Officer, be marked with yellow 
flags by day and electric, battery operated, 
low intensity, red flasher, lights by night. 

(d> Nothing will bo placed upon the land¬ 
ing area or applicable portions of safety pre¬ 
caution ureas without authority of the Con¬ 
tracting Officer. 

(e) Neither equipment nor personnel will 
use any runway for purposes other than air¬ 
craft operation without permission of the 
Contracting Officer unless the runway is 
closed by order of the Contracting Officer and 
marked os indicated herein. 

(f I The Contractor shall report to the Con¬ 
tracting Officer before Initiating any work 
and shall notify the Contracting OOcer of 
proposed changes of locations and opera¬ 
tions. At all airdromes where flying Is con¬ 
trolled. additional permission must. In each 
and every Instance, be obtained from the 
control tower operator before entering a 
landing area unless such area is marked os 
hazardous to aircraft os indicated herein. 

(g) Work will be carried on in such a man¬ 
ner as to leave tho portion of the landing 


area which Is available to aircraft free from 
hazards, holes, material piles, or projecting 
shoulders which might damage an airplane 
lire. Paved surfaces such as runways, taxi- 
ways. and hardstands shall be kept clean at 
all times and specifically must bo kept free 
from small stones which damage propellers. 

(h) During periods of active performance 
of work on the airfield by the Contractor, the 
operation of mobile equipment will be gov¬ 
erned by the safety provisions herein. At all 
other times, all mobile equipment will be 
removed to locations approved by the Con¬ 
tracting Officer at a distance no less than 750 
feet from the centerline of the runway plus 
any additional distance necessary to Insure 
compliance with safety provisions herein. 

(lj Only those trenches for which material 
is on hand and ready for placing therein wlU 
be opened. As soon as practicable after 
material has been placed and work approved, 
trenches will be backfilled and compacted as 
required. In the meantime, all resulting 
hazardous conditions will be marked and 
lighted In accordance with safety provisions 
herein. 

(J) Any object placed In the areas Adjoin¬ 
ing or adjacent to the landing areas, defined 
as safety precaution areas, which project 
above the transitional or approach surfaces, 
must be provided with a red light or lautern 
during the hours of darkness. 

(k) No separate payments will be made for 
lighting and protection necessitated by safety 
provisions herein: all costs In connection 
therewith will be Included In tho coat of tho 
work. 

§ 1007.3106-18 Shop drawings . 

SP 1-18 Shop Drawings 

The Contractor shall submit to the Con¬ 
tracting Officer for approval four (4) copies 
of all shop drawings as called for under the 
various headings of these specifications. 
These drawings shall be complete and shall 
contain all required detailed Information. 
If approved by the Contracting Officer, each 
copy of the drawings will be Identified as 
having received such approval by being so 
stamped and dated. Tho Contractor shall 
make any corrections required by the Con¬ 
tracting Officer. Three (3) sets or all shop 
drawings will be retained by the Contract¬ 
ing Officer and one set will be returned to 
the Contractor. The approval of the draw¬ 
ings by the Contracting Officer shall not be 
construed as a complete check but will In¬ 
dicate only that the general method of con¬ 
struction and detailing Is satisfactory. Ap¬ 
proval or such drawings will not relieve the 
Contractor of the responsibility for any error 
which may exist, os the Contractor shall be 
responsible for the dimensions and design 
of adequate connections, details, and satis¬ 
factory construction of All work. 

§ 1007.3106-19 Final examination and 
acceptance relating to payment. 

SP 1-19 Final Examination and Acceptance 
Relating to Payment 

(a) Within thirty (30) days after com¬ 
pletion of all work under this contract. If 
possible, the work will be given a final ex¬ 
amination. When all of the work Is found 
to be satisfactorily completed In accordance 
with the specifications, the entire work will 
be finally accepted by the Contracting Of¬ 
ficer for and In behalf of the Government 
and final payment will be made to the 
Contractor. 

(b) Final acceptance or the work and de¬ 
ductions or corrections of deductions made 
thereon will not be reopened after having 
once been made, except on evidence of col¬ 
lusion, fraud, or obvious error In connection 
with such final acceptance or payment, 

(c) For purpose* of this clause, final ac¬ 
ceptance refers only to Anal acceptance 
which will allow the Contractor to be paid 
and docs not refer to the final acceptance 
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In relation to Inspection of material, In con¬ 
nection with which the Government re¬ 
serves certain rights m set forth In clausa 
0 (d) of this contract. 

| 1007.3106-20 Domestic articles . 

SP 1-20 Domestic Akticles 

Pursuant to clause 17 (Buy American Act) 
hereof, certain Items of foreign origin have 
been exempted by the head of the depart¬ 
ment from the Buy American Act. A list 
of such items may be inspected at the office 
of the Contracting Officer. 

§ 1007.3106-21 Rates of wages. 

BP 1-21 IUra or Wages 

(a) In accordance with the requirements 
of clause 20 of this contract, the minimum 
wages to be paid laborers and mechanics on 
this project, as moat recently determined by 
the Secretary of Labor to be prevailing for 
the corresponding classes of laborers and 
mechanics employed on projects of a char¬ 
acter similar to the oontract work In the 
pertinent locality, are as act forth In Sched¬ 
ule "A." attached. The complete determina¬ 
tion la Incorporated In the contract speci¬ 
fications regardless of whether the Con¬ 
tractor will employ all of the classes of lab¬ 
orers and mechanics listed. 

(b) Any class of laborers and mechanics 
not listed In Schedule "A." attached, which 
will be employed on this contract shall be 
classified or reclassified conformably to 
Schedule “A." attached, by mutual agree¬ 
ment between the Contractor and the does 
of labor concerned, subject to the prior ap¬ 
proval of the Contracting Officer. In the 
event the Interested parties cannot agree on 
the proper classification or reclassification 
of a particular class of laborers and mechan¬ 
ics to be used, the question, accompanied by 
the recommendation of the Contracting Of¬ 
ficer. ahatl be referred to the Secretary of 
Labor for final determination. 

I 1007.3106-22 Protection of existing 
structures. utilities, and work. 

SP 1-22 PsonocTioM or Existing SravcTtmxs, 
Utilities, and Wojkk 

The Contractor shall protect all existing 
structures, utilities, and work of nny kind 
against damage or Interruption uf service. 
Damage or Interruption of service resulting 
from failure to do so shall be repaired or 
restored promptly by. and at the expense of, 
the Contractor. _ 

5 1007.3107 Additional special provi¬ 
sions. Additional special provisions may 
be inserted according to the necessities 
of the construction work called for by 
the contract, provided that no contract 
clauses contained In Chapter I of tills 
title or this chapter will be Included In 
such special provisions. 

SUBPART FF—CLAUSES FOR BAKERY PRODUCTS 
CONTRACTS 

1 1007.3203 Required clauses. The 
following clauses will be inserted in all 
contracts for the procurement of bakery 
products. 

I 1007.3203-1 Definitions. Insert the 
clause set forth in § 7.103-1 of this title. 

8 1007 3203-2 Inspection. Insert the 
clause set forth in 8 1007.4037. 

5 1007.3203-3 Responsibility for sup¬ 
plies. Insert the clause set forth in 
8 7.103—6 of this title. 

8 1007,3203-4 Payments. Insert the 
clause set forth in 8 7.103-7 of this title. 

I 1007.3203-5 Assignment of claims. 
Insert paragraph (a) of the clause set 


forth In I 7.103-8 of this title, but see 
8 1007.103-8. 

§ 1007.3203-6 Default. Insert the 
clause set forth in 8 7.103-11 of this title. 

8 1007.3203-7 Disputes. Insert the 
clause set forth In 8 7.103-12 of this title. 

8 1007.3203-8 Notice and assistance 
regarding patent infringement. Insert 
the clause set forth in $ 9.104 of this 
title. 

8 1007.3203-9 Buy American Act. In¬ 
sert the clause set forth in 8 7.103-8 of 
this title. 

8 1007.3203-10 Convict labor. Insert 
the clause set forth in 8 12.203 of this 
title. 

§ 1007.3203-11 Eight-hour law of 1912. 
Insert the clause set forth In 8 12.303-1 
of this title. 

8 1007.3203-12 Wahh-Healey Public 
Contracts Act. Insert the clause set 
forth in 8 12.604 of this tiUe. 

8 1007.3203-13 Nondiscrimination in 
employment. Insert the clause set forth 
in 8 12.604 of tills title. 

8 1007.3203-14 Officials not to benefit. 
Insert the clause set forth in 9 7.103-19 
of this title. 

8 1007.3203-15 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in 8 7.103-20 of this title. 

8 1007.3203-16 Termination for con¬ 
venience of the Government . Insert the 
clause set forth in 8 8.701 or 8 8.705-1 of 
this title, as appropriate. 

8 1007.3203-18 Utilization of small 
business concerns. Insert the clause set 
forth in 8 7.104-14. 

5 1007.3203-19 Gratuities. Insert the 
clause set forth in 8 7.104-16 of this title. 

8 1007.3203-20 Vehicles or convey¬ 
ances. Insert the clause set forth in 
8 1007.4018. 

8 1007.3203-21 Federal Food. Drug, 
and Cosmetic Act. Insert the clause set 
forth in 9 1007.4019. 

9 1007.3203-22 Sanitary inspection. 
Insert the clause set forth in 8 1007.4017 
when the contract results from adver¬ 
tising; when the contract results from 
negotiations, insert only subparagraphs 
(b) and (d) thereof, which will be re¬ 
designated M (a)" and M (b), w respectively. 

8 1007.3203-23 Containers. Insert the 
following clause: 

Contain t» 3 

Delivery shall be made In suitable con¬ 
tainers which shrill not be Included in the 
contract price. The Contractor shall be re¬ 
quired to pick up hit containers. The Gov¬ 
ernment will not be responsible for any lota 
or damage to the containers. 

8 1007.3203-24 Domestic food, cloth¬ 
ing, cotton, spun silk yarn for cartridge 
cloth, or wool. Insert the clause set forth 
in 9 7.104-13 of this title. 

8 1007.3203-25 Renegotiation. Insert 
the clause set forth in 8 7.103-13 of this 
title. 

9 1007.3204 Clauses to be used when 
applicable . 


8 1007.3204-1 Increase or decrease. 
According to the requirements of 
8 1007.4027. insert the clause set forth 
in that section. 

8 1007 3204-2 Estimated requirements. 
According to the requirements of 
8 1007.4028, insert the clause set forth in 
that section. 

f 1007.3204-3 Approval of contract. 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause set forth In 8 7.105-2 of this 
title. 

8 1007.3204-4 Examination of record*. 
Insert the clause set forth In 8 7.104-15 
when the contract results from negotia¬ 
tion; contracts resulting from advertis¬ 
ing will not contain this clause. 

§ 1007.3204-6 Alteration In contract. 
According to the requirements for me tn 
8 1007.105-1. Insert the clause set forth 
in 8 7.105-1 of this UUe. 

5 1007.3205 Additional clauses. The 
following clause may be used when neces¬ 
sary to cover the subject matter con¬ 
tained in such clause: 

9 1007.3205-1 Federal, State, and la. 
cal taxes. The clause set forth in 111 401 
of tills title may be Inserted at the option 
of the contracting officer. If the clause 
Is omitted, every effort will be made to 
insure that any taxes arc excluded from 
the contract price. 

SUBPART GG—CLAUSES FOR LAUNDRY OR DRY 
CLEANING CONTRACTS 

8 1007.3303 Required clauses. The 
following clauses will be inserted in all 
contracts for laundry or dry cleaning 
services: 

8 1007.3303-1 De/lnifions. Insert the 
clause set forth in 8 7.103-1 of this Utle, 
and add the following paragraphs 
thereto; 

(d) The term "Government - furniched 
property" meant any tuppliet or fACillUef 
furnished to the Contractor by the Govern¬ 
ment for use In connection with the per¬ 
formance of this contract, but doe* not In¬ 
clude the article* delivered to the Contractor 
to be laundered or dry cleaned. 

(e) The term ••Qovemment^ewned prop¬ 
erty" meaiui all of the articles delivered to 
the Contractor to be laundered nr drf 
cleaned, expressly Including any article* 
which may actually be owned by individual 
Government personnel. 

8 1007.3303-2 Inspection. Insert th* 
following clause: 

Inspection 

(a) The Government reserve* the righ' to 
Inspect the services rendered and to return 
articles determined to have been unsatis¬ 
factorily serviced for further Mrvidng at no 
additional cost to the Government. If 

lie necessity requires the use of server* or 
supplies not conforming to pp^clffcatlona. 
they may be accepted and payment therrft* 
shall be made at a proper reduction In price 

(b) Th© Government reserves the right » 
inspect the establishment of the Contractor 
and to make preliminary Inspection of ujs 
services rendered at that point. Bower*; 
final inspection and acceptance of the iert- 
Icw rendered will be made when the tcrvlot" 
articles are returned. 

f 1007.3303-3 Assignment of clai flU < 
Iisert paragraph (a) of the clause » 
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forth In 5 7 103-8 of this title, but see 

j 1007.103-n. 

$ 1007.3303-4 Default. Insert the 

clause Bet forth in 8 7.103-11 of this title. 

* 1007 .3303-5 Disputes. Insert the 

clause set forth In 3 7.103-12 of this UUe. 

{ 1007 3303-6 Convict labor . Insert 
the clause set forth in 3 12.203 of this 

title. 

1 1007.3303-7 Eight-hour law of 1912. 
Insert the clause set forth In S 12 303-1 

of this UUe. 

1 1007.3303-6 Nondiscrimination in 

employment. Insert the clause set forth 
in 5 12.804 of this title. 

$ 1007.3303-9 Official $ not to benefit. 
Insert the clause set forth in 8 7.106-19 

of UUs title. 

! 1007.3303-10 Covenant against con¬ 

tingent fees. Insert the clause set forth 
in | 7 103-20 of this UUe. 

{ 1007.3303-11 Termination for the 
convenience of the Government. Insert 
the clause set forth in 3 8.705-2 of this 

UUe. 

f 1007 3303-12 Notice to the Govern¬ 
ment of labor disputes , Insert the clause 
set forth in 8 7.105-3 of this Utle. 

f 1007.3303-14 Gratuities. Insert the 
clause set forth in $ 7.104-16 of this UUe. 

1 1007.3303-15 Utilisation of small 
business concerns. Insert the clause set 
forth in 5 7.104-14 of this UUe. 

f 1007.3303-16 Government-furnished 
property . insert the following clause: 

GovnNinorr-FtntNisHJLo Property 

All uaur-repellent compound* required to 
be u*cd for laundered or dry cleaned article* 
or garments shall be furnhhed by the Gov¬ 
ernment. unless the Contractor usee processes 
requiring water-repellent compounds not 
•locked by the Government. 

5 1007.3303-17 Count of articles. In¬ 
sert the following clause: 

Coujrr ca Arncis* 

The Contractor shall be liable for the re¬ 
turn of the number of article* furnished for 
terrier under this contract In accordance 
with the count of the Contracting Officer, 
unless a joint count shall be made by the 
Contractor and the Contracting Officer at the 
time of delivery to the Contractor. In which 
rvent the number agreed upon at such Joint 
fount shaU control. 

i 1007.3303-18 Loss or damage. In¬ 
sert the following clause: 

Loss oa Damacc 

* a ) The Contractor agrees to Indemnify 
the Government for any Government-owned 
property delivered to the Contractor for 
••dicing under the terms of this contract 
which m cannot be located for return to 
its individual owner or (II) Is damaged and 
cannot, to the opinion of. the Contracting 
emcer or the Contractor, be satisfactorily re- 
paired, in either of the above events, the 
contractor agrees to pay to the Government, 
or to the Individual owner of any specific 
uem, who shall be the assignee of the Gov¬ 
ernment’s claim with regard to that specific 
uem. the value determined therefore In ac¬ 
cordance with Air Force Manual 57-1: or, 
4 J* not 0QW * ! b I that Manual, the 
tT ,, co#t of aucb items as determined by 
«e Contracting Officer; Provided. That, when 
m the Judgment of the Contracting Officer. 
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credit should be allowed for depreciation In 
tbe value of the property at the Ume of such 
loss or damage, the parties hereto nhnll de¬ 
termine the amount of the allowable credit. 
II the paruea fall to agree upon the amount* 
of allowable credit, the dispute shall be deter¬ 
mined as provided In tho clause hereof 
entitled "Disputes.** 

<b> In cose of damage to any article of 
such property which In the opinion of the 
Contracting Officer and the Contractor can 
be satisfactorily repaired, the Contractor 
agrees to repair the some at Contractor's 
expense in a manner satisfactory to tho 
Contracting Officer. 

I 1007.3303-19 Estimated Require¬ 
ments. Insert the clause set forth In 
8 1007.4028. If desired. a paragraph may 
be added limiting. In terms of percentage, 
the quantity which may be called for in 
any day. week, or other period, and/or 
limiting the frequency of calls. 

1 1007.3303-20 * Warranty. Insert the 
following clause: 1 

Warsaxty 

The Contractor warrants that he has avail¬ 
able sufficient equipment, facilities and plant 
capacity to perform tbe services for the esti¬ 
mated quantities of Items set forth In the 
schedule during the contract period specified. 

3 1007.3303-21 Subcontracts for work 
or services. Insert the clause set forth 
In J 1007.4030 (b>. 

3 1007 3303-22 Invoicing and pay¬ 
ment. Insert the following clause: 

IXVOICIXG AND PAYMENT 

The Contractor shall be paid at the end of 
each calendar month (or more frequently If 
the Contracting Officer finds that conditions 
so warrant) upon the submission of prop¬ 
erly certified Invoices or voucher* in quad¬ 
ruplicate. at the unit prices set forth In the 
Schedule. Invoices shall be typewritten or 
made out in indelible pencil or ink and sub¬ 
mitted to the Contracting Officer. Only the 
originals of the invoices must bo signed. 
Bach Invoice and copy thereof shall contain 
the following certificate: 

*T hereby certify that the above bill Is 
correct and Just and that payment therefor 
has not been received. 


(Firm) 


(Signature) 


(Title) 

3 1007 3303-23 Records of Govern¬ 
ment-owned property. Insert the fol¬ 
lowing clause: 

Records or Govzxnmekt-Ownks 
Property 

The Base Laundry Officer, for general laun¬ 
dry and dry cleaning service*, and the Base 
Medical Supply Officer, for hospital eervlce*. 
shall maintain the necessary property rec¬ 
ords In connection with their respective par¬ 
ticipation in this contract. 

! 1007.3303-24 Storage and handling. 
Insert the following clause: 

Storage and Handling 

During the time Government-owned prop¬ 
erty Is In the place of business of the Con¬ 
tractor It shall be stored so as to be raised 
at least four (4) Inches from the floor. The 
Contractor warrants that all articles to *>e 
laundered or dry cleaned under this contract 
will be segregated In the Contractor's place 
of business and handled separately from any 
other work In process, and that hospital 
laundry and dry cleaning article* will be 
handled separately from other articles. 


I 1007.3304 Clauses to be used when 
applicable. 

3 1007.3304-1 Examination of records. 
Insert the clause set forth in 3 7.104-15 
of this Utlc when the contract results 
from negotiation: contracts resulting 
from advertising will not contain this 
clause. 

3 1007.3304-2 Approval of contract. 
Whenever the contract requires manual 
approval, other than by the Contracting 
Officer, prior to becoming effective. Insert 
the clause set forth in 3 7.105-2 of this 
UUe. 

f 1007.3304-3 Alterations in contract . 
According to the requirements for use in 
3 1007.105-1. insert the clause set forth 
in 3 7.105-1 of this UUe. 

3 1007.3304-4 Superseding specifica¬ 
tions. According to the requirements for 
use in 1 1007.4024. Insert the clause set 
forth In that secUon. 

.SUDPART HH—CLAUSES FOR DAIRY PRODUCTS 
CONTRACTS 

3 1007.3403 Required clauses. The 
following clauses will be inserted in all 
contracts for the procurement of dairy 
products. 

3 1007,3403-1 Definitions. Insert the 
clause set forth in 3 7.103-1 of this Utlc. 

3 1007.3403-2 Inspection. Insert the 
clause set forth in 3 1007.4037. 

3 1007.3403-3 Responsibility for sup¬ 
plies. In5ert the clause set forth in 
5 7.103-6 of this title. 

3 1007.3403-4 Payments. Insert the 
clause set forth in 3 7.103-7 of this Utle. 

1 1007.3403-5 Assignment of claims. 
Insert paragraph (a) of the clause set 
forth in 3 7.103-6 of this UUe. but see 
3 1007.103-6. 

3 1007.3403-6 Default. Insert the 
clause set forth In 3 7.103-11 of this title. 

3 1007.3403-7 Disputes. Insert the 
clause set forth in 3 7.103-12 of this title. 

3 1007.3403-6 Notice and assistance 
regarding patent infringement. Insert 
the clAuse set forth In 3 9.104 of this title. 

3 1007.3403-9 Buy American Act. In¬ 
sert the clause set forth In 8 7.103-14 of 
this title. 

3 1007.3403-10 Convict labor. Insert 
the olause set forth in 3 12.203 of this 
Utle. 

3 1007 3403-11 Eight-hour law of 
1912. Insert the clause set forth in 
I 12.303-1 of this UUe. 

3 1007 3403-12 Walsh-IIealey Public 
Contracts Act. Insert the clause set 
forth in 8 12.604 of this UUe. 

8 1007.3403-13 Nondiscrimination in 
employment. Insert the clause set forth 
in 3 12.804 of this UUe. 

8 1007.3403-14 Officials not to benefit. 
Insert the clause set forth In 3 7.103-19 
of this title. 

8 1007.3403-15 Covenant against con¬ 
tingent fees. Imcrt the clause set forth 
in 3 7.103-20 of this tiUc. 
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8 1007.3403-16 Termination tor con¬ 
venience of the Government Insert the 
clause set forth In } 8.701 or I 8.705-1 of 
tills title, as appropriate. 

5 1007.3403-18 Utilization o f small 
business concerns . Insert the clause set 
forth in 8 7.104-14 of this title. 

ft 1007 3403-19 Gratuities. Insert the 
clause set forth in | 7.104-16 of thU title. 

ft 1007 3403-20 Vehicles or convey¬ 

ances. Insert the clause set forth in 
f 1007.4018. 

I 1007.3403-21 Federal Food , Drug, 

and Cosmetic Act. Insert the clause set 
forth in 8 1007.4019. 

8 1007.3403-22 Sanitary inspection. 

Insert the clause set forth in 5 1007.4017. 

8 1007.3403-24 Domestic food, cloth¬ 
ing. cotton, spun silk yam for cartridge 
cloth, or wool. Insert the clause set 
forth in 4 7.104-13 of this title. 

f 1007.3403-25 Renegotiation. Insert 
the clause set forth in 8 7.103-13 of this 
title. 

8 1007.3404 Clauses to be used when 
applicable. 

§ 1007.3404-1 Increase or decrease. 
According to the requirements of 
ft 1007.4027. insert the clause set forth 
In that section 

5 1007-3404-2 Estimated requirements. 
According to the requirements of 
ft 1007.4028, insert the clause set forth in 
that section. 

ft 1007.3404-3 Milk bottles. If the 
contract is for the delivery of milk in 
bottles, insert the following clause: 

Milk Bottles 

When milk Is delivered in glut* bottles, the 
cost of the bottle shall not be included in 
the price of the milk, and the bottles shall 
remain the property of the Contractor. The 
Government wlU endeavor to prevent undue 
breakage or loss of bottles while in its pos¬ 
session: however, the Government shall not 
be held responsible or liable in any way for 
any bottles which may become broken or lost. 

5 1007.3404-4 Approval of contract . 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause set forth In I 7.105-2 of this 
title. 

8 1007.3404-5 Alterations in contract. 
According to requirements for use in 
5 1007.105-1. insert the clause set forth 
in 8 7.105-1 of this title. 

8 1007.3404-7 Examination of records. 
Insert the clause set forth in 8 7.104-15 
of this title when the contract results 
from negotiation; contracts resulting 
from advertising will not contain this 
clause. 

8 1007.3405 Additional clauses. The 
following clauses may be used when de¬ 
sirable or necessary to cover the sub¬ 
ject matter contained in such clauses. 

S 1007.3405-1 Laboratory analysis . 

Ladosatosy Analysis 

(a) During the life of this contract a 
Government inspector will draw samples from 
not leas than three shipments during each 


monthly period for laboratory analysis. If 
such analysis reveals a percentage of butter- 
fat below that specified elsewhere in this con¬ 
tract, the weighted average butterfat per¬ 
centage of the lots from which the samples 
were drawn shall be ascertained on the basis 
of the percentage In the samples, and all 
products delivered during the month shall 
be deemed to have contained the average 
percentage of butterfat so ascertained. 

(b) If the average butterfat content so de¬ 
termined Is below contract requirements, the 
price per unit paid to the Contractor for that 
month shall be In the same ratio to the con¬ 
tract price per unit as the average butterfat 
content so determined is to the average 
butterfat content required to be delivered. 
No payment over the contract unit price will 
be made for any delivery of products con¬ 
taining more than the required percentage 
or butterfat. as stated in the contract. 

f c t The foregoing is an agreed formula for 
adjustment of prices for accepted products 
which might have been rejected, and Is with¬ 
out prejudice to the Government's right to 
terminate for default or to pursue any other 
remedy under this contract or provided by 
law. 

8 1007.3405-2 Federal. State . and 
local taxes. The clause set forth in 
8 11.401 of this title may be inserted at 
the option of the contracting officer. If 
the clause is omitted, every effort will be 
made to insure that all taxes are ex¬ 
cluded from the contract price. 

SUBPART II—CLAUSES FOR PACKING AND 
CRATING CONTRACTS 

8 1007.3503 Required clauses. The 
following clauses will be inserted in all 
contracts for the procurement of pack¬ 
ing and crating of household goods. 

8 1007.3503-1 Definitions . Insert the 
clause set forth in 8 7.103-1 of this title. 

8 1007.3503-2 Inspection. Insert the 
clause set forth In 8 1007.4037. 

8 1007.3503-3 Responsibility for sup¬ 
plies. Insert the clause set forth in 
8 7.103-8 of this title. 

f 1007.3503-4 Payments . Insert the 
clause set forth in 8 7.103-11 of this title. 

8 1007.3503-5 Assignments of claims. 
Insert subparagraph (a) of the clause set 
forth in 8 7.103-8 of this title, but see 
f 1007.103-8 of this part. 

8 1007.3503-6 Default. Insert the 
clause set forth in 8 7.103-11 of this title. 

5 1007.3503-7 Disputes. Insert the 
clause set forth in 8 7.103-12 of this title. 

8 1007.3503-8 Notice and assistance 
regarding patent infringement. Insert 
the clause set forth in 8 9.104 of this title. 

1 1007.3503-9 Buy American Act. In¬ 
sert the clause set forth In f 7.103-14 of 
tills title. 

8 1007.3503-10 Convict labor. Insert 
the clause set forth in f 12.203 of this 
title. 

5 1007.3503-11 Eight-hour Law of 
1912. Insert the clause set forth in 
8 12.303-1 of this title. 

8 1007.3503-12 Walsh-Healey Public 
Contracts Act. Insert the clause set 
forth in 8 12.604 of this title* 

8 1007.3503-13 Nondiscrimination in 
Employment. Insert the clause set forth 
in 8 12.804 of this title. 


8 1007.3503-14 Officials not to benefit. 
Insert the clause set forth in 8 7.103-19 
of this title. 

8 1007.3503-15 Covenant against con- 
tingent fees . Insert the clause set forth 
in 8 7.103-20 of this title. 

8 1007.3503-16 Termination for con¬ 
venience of the Government. Insert the 
clause set forth in 8 8.701. or 9 8.705-1 of 
this title, as appropriate. 

8 1007.3503-18 Utilization of small 
business concerns. Insert the clause set 
forth In 8 7.104-14 of this title. 

8 1007.3503-19 Gratuities. Insert the 
clause set forth In 8 7.104-16 of this title. 

8 1007.3503-20 Equipment. Insert the 
following clause: 

Equipment 

The Contractor warrants that ha has ruIB- 
clant equipment, facilities and plant capacity 
to perform the services for the estimated 
quantities of Items set forth In the Schedule 
during the contract period specified. 

$ 1007.3503-21 Weighing and marking. 
Insert the following clause: 

Weighing and Masking 

Each container (box. crate, barrel, etc.) 
shall be weighed and marked by the Con¬ 
tractor at the time packing and crating ferr¬ 
ies* are performed, except as otherwise pro¬ 
vided In this contract. The costs of weighing 
and marking are Included In the contract 
price for Items calling for packing and crating 
service*. The Contractor guarantees that the 
scales used for weighing are accurate and 
that their accuracy will be checked and certi¬ 
fied by an inspector acceptable to the Con¬ 
tracting Officer not less than once every 6 
months. The costs of such Inspection* iliaU 
b« borne by the Contractor. The Contractor 
also guarantees that all weighing and mark¬ 
ing will be accurately performed. Failure to 
meet these requirements satisfactorily, as de¬ 
termined by the Contracting Officer, shall be 
sufficient reason for termination of the 
contract by the Government under the clause 
hereof entitled "Default.” Each container 
shall be suitably and legibly marked as desig¬ 
nated by the Contracting Officer. Necessary 
Information and instruction relative to 
markings required will be provided by tb* 
Contracting Officer for each order against this 
contract: such marking shall be governed by 
regulations applicable to tho ordering agency. 

8 1007.3503-22 Contractor’s liabilities. 
Insert the following clause; 

Liability ros Loss os Damage to Hotbinou 
Goods 

(a) Subject to the limitation set out in 
paragraph <b) of this clause, the Contractor 
shall be liable under this contract to the 
owner of the household goods for any and 
all loss or damage to such goods while in 
the Contractor's control or custody, except 
that the Contractor shall not be liable here¬ 
under for any loss or damage which the 
Contractor affirmatively shows to have re¬ 
sulted from an Act of God, or the public 
enemy, or strike, riot or civil commotion. 

(b) The Contractor's liability hereunder 
for loss or damage to the household good* 
is limited to thirty dollars (930) per 100 
pounds, and the rates of compensation stipu¬ 
lated herein have been negotiated to reflect 
such limitation of Uablllty. 

(c) For any loss or damage for which the 
Contractor is liable hereunder, the Contrac¬ 
tor shall make prompt payment to the owner 
of the goods lost or damaged. 
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$ 1 Q07.3503—23 Renegotiation. Insert 
the clause set forth in 8 7.103-13 of this 

title. 

1 1007 3503-24 Government property. 
The following clause will be inserted and 
In addition the contract schedule will 
specify the individual who will maintain 
the Government property records in con¬ 
nection with the contract: 

CJOVLTtNMtNT PlOHMTT 

(m) Whan household good* boxes of the 
types described In paragraph 5-26 of T. O. 
OO-SS-11 era furnished by the Government, 
title shall remain In the Government. Title 
to all Con tractor'acquired boxes of these 
type* aha 11 poaa to the Government upon 
ui* In performing acceptable aervices ordered 
under this contract. All euch boxes are 
hereinafter referred to aa Government prop¬ 
erty. Government property shall be used 
only tor the performance of this contract, 

(b) The Contractor shall store Govern¬ 
ment property as specified In the Schedule,* 
and thall utilize Government property in Ita 
possession as directed by the Contracting 
Officer. The Contractor shall be account¬ 
able and responsible for all Government 
property In Its possession, and shall maintain 
and administer in accordance with sound in¬ 
dustrial practice, a program for the preser¬ 
vation and protection of Government prop¬ 
erty. taking all responsible steps to comply 
with the directions of the Contracting Officer 
In connection therewith. 

(c) In comb of loss or damage to Govern¬ 
ment property as a result of negligence of the 
Contractor or ita employees, the Contractor 
agrees to indemnify the Government there¬ 
for, or to repair the Government property at 
the Contractor's expense. In a manner satis¬ 
factory to the Contracting Officer. 

(d) Upon completion or termination of 
this contract, the Contractor will make dis¬ 
position of residual Government property In 
accordance with Instructions Issued by the 
Contracting Officer. 

5 1007.3504 Clauses to be used when 

applicable . 

1 1007.3504-1 Increase or decrease. 
According to the requirements of 8 1007.- 
4027, insert the clause set forth in that 

section. 

1 1007.3504-2 Estimated requirements . 
According to the requirements of 
J 1007.4028. insert the clause set forth In 

that section. 

1 1007.3504-3 Priorities, allocations 
ana allotments. According to the re¬ 
quirements of | 1.308-2 of this tiUc. in¬ 
sert tlic clause set forth in 6 7.104-18 of 

this title. 

1 1007.3504-4 Approval of contract. 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause set foxth In 1 7.105-2 of this 
title. 

1 1007,3504-5 Alterations in contract. 
According to the requirements of this 
title, insert the clause set forth in 
I 7.105-1 of this title. 

S 1007 3504-6 Examination of records. 
lasert the clause set forth in 8 7.104-15 
of this title when the contract results 
from negotiation; contracts resulting 
from advertising will not contain this 
clause. 


SURPART Ji—CLAUSES, SPECIAL PROVISIONS, 

AND SPECIFICATIONS FOR CONTRACTS FOR 

CARE OF REMAINS 

8 1007.3603 Schedule . The following 
will be used as the schedule for contracts 
for care of remains and will be com¬ 
pleted with appropriate information. 

Scnmi 

(CONTRACT FOX CASS OF REMAINS) 

Parti 

Supplies. Services and Transportation TO 
Be Furnifthrd. The Contractor shall furnish 
to the Government such supplies, services 
and transportation described In this Schedule 
as may be called for by the Contracting 
Officer during the contract period. 

a. Contract Period, The contract period 

shall extend from___ 

through________ 

b. Area of Performance. This contract la 
established to provide for care of remains 
In the area within a radius of 30 miles of 


Calls for Items 4. 5, or 7 of the Adden¬ 
dum to the Schedule will be as directed 
by the contracting officer. 

8 1007.3C04 General provisions. The 
following general provisions will be in¬ 
cluded in contracts for care of remains 
and will be entitled •‘Part II." 

8 1007.3604-1 Definitions. Insert the 
clause set forth In 8 7.103-1 of this title. 

8 1007.3604-2 Changes. Insert the 
clause set forth in 8 1007.4025. 

8 1007.3604-3 Inspection. Insert the 
clause set forth in 8 1007.4037. 

8 1007.3604-4 Payments . Insert the 
clause set forth in 8 7.103-7 of this title. 

8 1007.3604-5 Assignment of claims. 
Insert paragraph (a) of the clause set 
forth in 8 7.103-8 of this title, but see 
8 1007.103-8. 

8 1007.3604-6 Federal . State .and lo¬ 
cal taxes . Insert the clause set forth in 
8 11.401 of this title. 

8 1007.3604-7 Termination for con¬ 
venience of the Government. Insert the 
clause set forth In 5 8.705-2 of this title. 

8 1007.3604-8 Default. Insert the 
clause set forth in 8 7.103-11 of this title. 


the contractor's establishment. The con¬ 
tractor will from time to time be required 
to go beyond the 30 mile radius In perform¬ 
ance of this contract. When required to go 
beyond the 30 mile radius the contractor 
will be paid on a per loaded mile basis for 
the distance traveled outside of the 30 mile 
radius. 

e. Personnel Exceptions. Except as pro¬ 
vided below, the supplies, services and trans¬ 
portation described below are tar deceased 
Government personnel as may be directed by 
the Contracting Officer: Exceptions: 


(State exceptions, or if none, so state) 

d. Using Activities. Using activities. In 
addition to the Installation making this con¬ 
tract, are as follows: 


s. Invoices for payment shall be submitted 
to: 


t. Supplies, cervices and transportation. 


8 1007.3604-9 Disputes. Insert the 
clause set forth in 8 7.103-12 of this title. 

8 1007.3604-10 Estimated require¬ 
ments. Insert the clause set forth in 
8 1007.4028. 

8 1007.3604-11 Buy American Act. In¬ 
sert the clause set forth in 8 7.103-14 of 
this title. 

8 1007 3604-13 Convict labor. Insert 
the clause set forth in 8 12.203 of this 
title. 

8 1007.3604-13 Eight-hour law of 1912. 
Insert the clause set forth in 8 12.303-1 
of this title. 

8 1007,3604-14 Walsh-llealey public 
contracts Act. Insert the clause set forth 
in8 12.604 of this title. 

8 1007.3604-15 Nondiscrimination in 
employment . Insert the clause set forth 
in 5 12 802 of this title. 

8 1007.3604-16 Officials not to benefit. 
Insert the clause set forth In 8 7.103-19 
of this title. 

8 1007.3604-17 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in 5 7.103-20 of this title. 


It* in 

No. 

1 


Furvplk'*, srrvSees, and transport at Inn 
> I Oaaki 


For a Type I Casket. SuppfiM^ srrvfcvi* and all imnspartaUrst 
wtthtn a 30 mile radius of the «atlrartnr‘s nfaHHhmoU, ta 
accordance with SprclUmMoni A, H, C and D of Part III. 

For a Type 11 Casket, supplirA. Barrier* and a 8 trarisportatina 
within a 30 mile radius of the contractor's estabUiiunent, in 
accordant with Specification* A, H. C and I) of Port IU. 

For tran*portalU>n in A full*M o funeral roach. omhuUnor. 
srrvlcr car andV* pnasmirrr car when fwqttlrvd fo fo beyond 
the 30 mil* radius of the contractor's«siahmhmriit. in accord* 
once with 8pacification E of Part III. 


Estimated 

quantity 


Unit Unit price 
...... E A 


Amount 


EA 

EA (loaded 
mile). 


If an AP Aerial Port of Entry is to be a using activity, the following will be added as 
an addendum to the Schedule: 


firm 

No. 

4 


FuppMr*, arrvtcM. and transportation 

For i Typo I Casket, Shipping Osar, touch-up service* and 
removal of remain* to I hr rdacc where »m Wvs will bo per- 
formed Ui accordance with spcctAcotions It. C, and F of Part 
XII. 

For a Typo I! Cnwkrt, flMpplhf case, touch-up service* and 
removal of remain* to the placr where services will be pee* 
formed. In accordance with dpeclAcalkais U. C, and F of Port 
III. 

For transportation of remains In a suitable funeral c*mch or 
service enr from the place »lwe services were prrfortntd to 
I he •rkvted carrier terminal. In accordance with Spectflcwticai 
O oi Part III. 

Taoch-ap smrlrrt only (Oorrrmnmt will furnish casket and 
shipping com) and removal of remain* to the nUcr whrra 
services wilt be performed la accordance with Specification 
rnf Fort Ul. 


Estimated 

quantity 


Unit 


Unit price 
EA 


Amount 


.... EA 


. EA (per 

hauled 

ttlflr). 

_EA 
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5 1007.3604-18 Subcontracts. Insert 
the clause set forth in ft 1007.4030 (b). 

1 1007.3604-19 Renegotiation. Insert 
the clause set forth in ft 7.103-13 of this 
title. 

ft 1007 3604-20 Gratuities. Insert the 
clause set forth in ft 7.104-16 of this title. 

ft 1007.3604-21 Transportation. In¬ 
sert the following clause: 

The Contractor ahall transport remains to 
the place where the preparation of remains is 
to be performed, to a common carrier, and to 
any other place specified by the Contracting 
Officer. 

f 1007,3604-22 Inconsistent provisions. 
Insert the following clause: 

In the event at any Inconsistency In the 
provisions of any of the parts of this con¬ 
tract. the following order shall control: 
Schedule (Part I); General Provisions (Part 
II); and Specifications (Part HI). 

ft 1007.3604-23 Advertising prohibited. 
Insert the following clause: 

The Contractor shall not advertise In any 
way that he has a contractual relationship 
with the Government as a result of the 
award of this contract. 

ft 1007.3604-24 Professional require¬ 
ments. Insert the following clause: 

(a) Preparation and transportation of re¬ 
mains shall be performed in accordance with 
all applicable federal, state and local health 
laws, statutes and regulations. The Con¬ 
tractor is responsible for Insuring that all 
necessary health department permits are In 
order for disposition of remains. 

(b) The runcra! home shall be licensed by 
the state health department where required, 
and shall have a qualified manager and a 
competent staff to furnish the highest qual¬ 
ity of professional services. 

ft 1007.3604-25 Facility requirements . 
Insert the following clause: 

(a) The funeral home ahall have complete 
facilities for maintaining the highest stand¬ 
ard of solemnity, reverence, assistance to the 
family, and arrangements for prescribed 
ceremonial services. 

(b) Preparation room shall be clean and 
sanitary with adequate equipment. 

<c) Chapel and reposing room shall pre¬ 
sent an appearance of careful upkeep. The 
funeral home shall have, or be able to obtain 
catafalques, church trucks and equipment 
for Protestant, Catholic and Jewish services. 

(d) The genoral appearance of the funeral 
home, furnishings, grounds and surrounding 
area shall give the impression of a clean and 
well kept establishment. 

ft 1007.3604-26 Coordination. Insert 
the following clause: 

Necessary coordination shall be effected 
with the Contractor's funeral director on all 
funeral arrangements, which shall Include 
the time remains will be ready for inspec¬ 
tion. viewing and shipment, time and place 
of religious services, time and place of in¬ 
terment and shipping schedules or Anal dis¬ 
position of remains. 

ft 1007.3604-27 Time of delivery. In¬ 
sert the following clause: 

The Contractor shall furnish the Supplies 
and Services called for as soon as practicable 
after receipt of n call Issued hereunder. In 
no case will shipment be made until the 
Contractor certifies that the remains will be 
In an acceptable state of preservation upon 
final delivery. The Contractor shall not be 
responsible for notifying the consignee of 
time of arrival of shipped remains. 


RULES AND REGULATIONS 

ft 1007.3604-28 Preparation of remains 
at other than contractor's establishment. 
Insert the following clause: 

Preparation of remains at a place other 
than the Contractor's establishment shall 
require the concurrence of the Contracting 
Officer. 

ft 1007.3604-29 Oversized casket . In¬ 
sert the following clause: 

When an overs teed casket Is required for 
any remains prepared under this contract, 
the additional cost ahall be allowed as ap¬ 
proved by the Contracting Officer. Caskets 
exceeding either an Inside length of 78 inches 
or an inside width of 23 inches shall be con¬ 
sidered overslxed. 

ft 1007.3604-30 Group interment. In¬ 
sert the following clause: 

Payments to the Contractor for supplies 
and services provided for remains to be In¬ 
terred as a group shall be made on the 
basis of the number of caskets furnished 
rather than on the basis of the number of 
persons in the group. 

ft 1007.3604-31 Preparation history , 
Insert the following clause: 

For each remains prepared, or each casket 
handled pursuant to the clauso hereof en¬ 
titled "Group Interment," the Contractor 
shall state briefly, on a certificate furnished 
by the Contracting Officer, the results of the 
embalming process. 

ft 1007.3604-32 Major restorative art. 
Insert the following clause: 

The Contractor ahall advise the Contract¬ 
ing Officer promptly of any need for Major 
Restorative Art technique (restoration of 
facial contours, such as nose. ears, mouth, 
chin, etc.) required for any remains prepared 
under this contract to permit the viewing of 
remains at final destination, and upon direc¬ 
tion of the Contracting Officer, shall perform 
such restoration. The cost of such restora¬ 
tion shall be determined in accordance with 
the clause of this contract entitled 
"Changes." 

ft 1007.3605 Clauses to be used when 
applicable. 

I 1007.3605-1 Approval of contract. 
Whenever the contract requires manual 
approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause sot forth in ft 7.105-2 of this 
title. 

ft 1007.3605-2 Government-furnished 
property. If an Air Force Aerial Port of 
Entry is to be a using activity, insert the 
clause set forth in ft 13.502 of this title. 

ft 1007.3605-3 Priorities, allocations 
and allotments. According to the re¬ 
quirements of ft 1.308-2 of this title, in¬ 
sert the clause set forth in ft 7.104-18 of 
this title. 

ft 1007.3606 Specifications. The fol¬ 
lowing specifications will be used In con¬ 
tracts for the care of remains and will be 
entitled “Part IH." 

SWECTTICATIONS (CONTSACT FO* CASK OF 
Remains) 

past nt 

Specification A—Pixpakation op Rxmains 

a Analyst*. The preparing embolmcr shall 
critically analyze his completed treatment 
keeping the following basic requirements in 
mind as a guide: 

(1) The remains shall be bathed, and the 
face shaved and the hair trimmed. Hair 
dressing shall he accomplished on female per¬ 


sonnel. Fingernails shall be trimmed and 
cleaned and cosmetics applied to render a 
satisfactory appearance. The mouth shall 
be securely closed and the eyes treated to 
prevent excessive wrinkling, sunken appear- 
once or transparent lids. 

(2) Lacerations, abrasions and Incisions 
shall be adequately sutured and sealed to 
prevent leakage. There shall be no disten¬ 
tion or presence of gases in the trunk cavi¬ 
ties. Postmortem discolorations resulting 
from improper circulation of embalming 
chemicals shall not be In evidence. Post¬ 
mortem stains shall be chemically blgarhcd 
and rendered invisible by coemetic treatment. 
Swollen or distorted features shall be reduced 
to the normal likeness of the deceased. 

(3) Maggots and other parasites shall be 
destroyed, removed and their breeding media 
immunized. Ample time must be shotted to 
allow the fumes from chemicals used in 
treating parasites and larvae to dissipate to 
prevent objectionable odors. 

b. Chemicals. Only standard commercial 
chemicals accepted by the profession shall 
be used. 

e. Types. It shall be recognized that de¬ 
ceased personnel are classified Into three 
types of remains. Necessarily each type re¬ 
quires variation in the embalming treatment 
to accomplish the maximum of results. The 
condition of the remains shall dictate the 
manner In which thorough preservation of 
all cellular tissue Is to be accomplished The 
time element Involved during the interval 
between embalming and arrival of the re¬ 
mains at final destination is a factor requir¬ 
ing consideration during preparation. Ade¬ 
quate time shall be allowed for each embalm¬ 
ing operation and for postmortem inspec¬ 
tions to insure arrival of each remains at its 
final destination in an acceptable state of 
preservation. 

(1) Type A — Formal remains, (a) These 
are remains where death Is due to natvind 
causes, and will consist of nonautopped, 
nonmutilatcd remains in which only minor 
tissue destruction has occurred. 

(b) Treatment. A thorough preemb.-tim¬ 
ing analysts shall be made to determine the 
most effective embalming procedure to be 
employed. Initial Injection should consist 
of a proper strength chemical with subse¬ 
quent injections being Increased in concen¬ 
tration to penetrate thoroughly all capil¬ 
laries. In addition, hypodermic Injection, 
packs and other specialized treatment shall 
be employed to insure adequate preservation. 
Drainage shall be accomplished utilizing the 
necessary technique to produce maximum 
results. The abdominal and thoracic earl- 
ties should be thoroughly aspirated and in¬ 
jected with sufficient quantities of acceptable 
chemicals to Insure preservation. 

( 2 ) Type B — Autopsled remains. (*) 
These are remains on which either a partLal 
or complete autopey has been performed. 

(b) Treatment. The six-point Injection 
technique shall be on a sectional basin with 
additional hypodermic injections in the up¬ 
per and lower extremities. Chemical* must 
be of sufficient quantity and concentration 
to Insure penetration and preservation. On 
thoracic or abdominal autopsies the viscera 
shall be removed, placed In a receptacle and 
covered with chemicals and Intestinal and 
abdominal gases shall be relieved. When a 
cranial autopsy hue been accomplished, tbs 
contents of the cranial cavity shall be treated 
In the same manner as the viscera. Follow¬ 
ing completion of the embalming operation, 
these organs ahall be treated liberally with 
hardening compound and replaced within tbs 
cavities in the normal anatomical location. 

(3) Type C—Non-ric.irable remains. <»> 
These ore remains wherein there exist* ex¬ 
treme muttiattun, advanced stages of putre¬ 
faction or severe burning or charring and 
restoration to a normal lifelike appearance 
by major restorative art measures arc 
precluded. 
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(b) Treatment. 

j. Professional treatment utilized for Typo 
A *nd Type B remains shall be employed de¬ 
fending upon the condition of the remain*. 

2. Mutilated remains shall be treated uti¬ 
lising the arterial injection technique wher* 
ever pofslble. supplemented by hypodermic 
injections, immersion In chemicals and use 
of hardening compound. 

3. Preservative techniques, in addition to 
Type A and Type B methods, shall be em¬ 
ployed as required by the situation en¬ 
countered. These supplemental techniques 
will Include: 

ia) Thorough aspiration of foreign ma¬ 
teria*. and Injection of proper cmbaimlug 

chemicals. 

\ b) Hypodermic Injection of all unem¬ 
balmed areas using proper strength chemi¬ 
cals. 

<ci Liberal application of hardening com¬ 
pound to charred and/or mutilated portions. 

id) Application o1 chemical packs to 
localized area. 

(e> Other approved techniques when ap¬ 
propriate. 

(C) In cssea where Identification of re¬ 
mains is pending, the following procedures 

will be used: 

1. All remains will be thoroughly treated 
with a l: 3 volution of a commercially ac¬ 
cepted cavity fluid. In addition to this treat¬ 
ments the remains will also be thoroughly 
sprayed with a concentrated solution of a 
good commercial grade chemical-type de¬ 
odorant tnoumnsklng) as required. 

2. When the identification processing has 
been completed, preparation will be con¬ 
tinued as prescribed in paragraph c (3) (b) 
above. 

(d) Inspection. Remains shall be In¬ 
spected by a licensed ©mbalmcr after a suit¬ 
able time tuu elapsed to make certain that 
preservation is uniform and complete. When 
reinjection la necessary. It must be done be¬ 
fore delivery of the remains. Whenever 
necessary, remains shall be held for repeated 
attention until their condition is satisfac¬ 
tory. 

<e) Connertrfng. Tissue repairs and cos¬ 
metic treatment are considered to be part 
of Preparation of Remains, which shall also 
Include minor restorative art work < lacera¬ 
tions, contusions, abrasions, ecchymosla. 
etc.) to present a viewable remains upou 
arrival at final destination. 

(O Dressing remains. Remains shall be 
dretsed In the clothing furnished, except 
that where remains are so mutilated as to 
preclude drereing. they shall be neatly 
wrapped in the rubber sheet and blanket 
furnished. Satisfactory appearance shall be 
insured whether the remains are dressed or 
wrapped. 

(g! Placement in casket. Remains shall 
be placed in the ca/ket In a manner that 
will create an appearance of rest and com¬ 
posure. and to insure maintenance of posi¬ 
tion during transit. When remains sre to 
be shipped, pads may be placed around them 
to prevent shifting. The pillow shall be 
turned over and a dean piece of cloth placed 
over the faco. The casket shall be of suffi¬ 
cient use to preveut the appearance of 
crowding and cramping of remains. 


Srrc in cation B—Casket, Metal 

fa) General. This specification provide 
for a standard commercial type metal caske 
including an Innerseal when called for b 
the Contracting Officer. For Identification 
^H*?*??** 1 * caskets are classified as follows 
1—Casket, metal (hinged cap 
*lth innerseal. 

J.Ji II—Casket, metal (hinged cap 

without innerseal. * 

* b * Standard. The euktu furnished un 

"di hrrem lr * Ct °° n,onn **»« ,Ulnd 

* 1 ’ ? f " cn - The <**ket .hull have toi 
d botto « molding*, rigid handrail*, roun 


or square ends and be of conventional square 
or round design in accordance with best 
commercial practice. 

(2) Sue. The casket shall be furnished 
in standard stock sl 2 ea common to the in¬ 
dustry. In the Type I casket the minimum 
dimension between the Innerseal and bot¬ 
tom shall be 16 Inches. 

(3) Con «frtieffort. The casket shall consist 
of a lid with oval panel and top fnnpe, body, 
lining assembly, (side panels, pillow, mat¬ 
tress or bed, lid panel), handrail a&*embly 
and lu the Type I casket an innerseal. The 
casket shall be of welded or soldered con¬ 
struction or a combination of both. The 
casket shall be constructed so as to afford 
only half exposure of the remains. 

(a) Hardware. The Ud. head cap and panel 
shall be hinged with two or marc hinges and 
each shall be provided with supports for 
retaining the member In an open position 
and with locks to prevent movement when 
closed. Locks shall be as Inconspicuous as 
possible. All hinges shall be bolted. * pot- 
weld cd. or welded, or a combination of these, 
to the Ud and the casket body. 

(b) Lid. The lid shall be the standard 
hinged bead panel construction and shall be 
formed from terueplate or stretcher leveled 
cold rolled steel not less than 0.0360 Inch in 
thickness (20 gage U. S. Standard Revised). 

(c) Body. The body shall be welded or 
soldered, or both, and formed from terne- 
plnte or cold rolled steel not less than 0 0350 
inch In thickness (20 gage U. 8. Standard 
Revised). The bottom panel may be fabri¬ 
cated from hot rolled mild steel of the same 
thickness. The Type I casket body shall have 
a top flange of sufficient bearing surface to 
support the rubber gasket of the innerseal. 
Flanges shall bo fabricated from terueplate 
or cold rolled steel of the same thickness as 
the body. The casket shall be electric spot- 
welded and soldered for the full length of all 
miters. Bottom shall be spot - or tack-weldcd 
to the sides and the ends at casket body at 
Intervals of not more than six (6) inches 
between welds, or lock-seamed to sides of the 
body. Continuous welding shall be per¬ 
muted. After lock-seaming, spot- or tack- 
welding. the entire length and width of bot¬ 
tom seams shall be soldered. The bottom 
panel shall be constructed from one piece of 
metal and shall he formed either by (1) rein¬ 
forcing ridges not less than Inch deep, 
spaced not more than 8 Inches apart, extend¬ 
ing lengthwise or crosswise to the bottom: 
lengthwise ridges shall run to within ap¬ 
proximately four Inches of end-hand groove*, 
or full length, and crosswise ridges shall run 
to within approximately one inch or side 
hand grooves; the bottom panel shall be 
reinforced with not less than 4 inch channel 
braces, welded to the Inside of bottom either 
on or between ridges, across the width: all 
braces shaU be welded to the hand hold 
grooves on both sides of tho bottom: or by (2) 
inner bottom of steel not leu than 0 0230 Inch 
thick with ridges not more than 8 Inches 
apart, spot-welded to a smooth side bottom. 

(d) Handrails, handrails ploiet and corner 
ornaments. The handrails shall bo rigid type, 
oval design, and fabricated from terncplate 
or cold rolled steel a minimum of 0 017 inch 
thick (26 gage. U. 8. Standard Revised). The 
handrail plates and corner ornaments shall 
be fabricated from terueplate or eold rolled 
steel, not less than 0.0359 Inch thick (20 gage, 
U. S. Standard Revised). When supplied, 
each handrail plate or corner ornament shall 
be secured to the casket with a minimum of 
two bolts or studs not less than Inch In 
diameter. Spacing of handrail plates shall 
be either three or more to a side and one plato 
to an end unless a corner ornament Is used 
as a support for a continuous bar. The hand¬ 
rails shall be so constructed and attached to 
the handrail assembly to support the weight 
of the casket plus an additional equally dis¬ 
tributed weight of 300 pounds, without 


buckling, pulling away from the casket or 
showing other signs of weakness. 

(6) Innerseal (applicable to Type I). Tho 
Innerseal shall be an Interchangeable all 
metal Innerseal. crystal glass and metal In¬ 
nerseal or acrylic sheet and metal Innerseal. 
The all metal innerseal shall be formed from 
terneplnte or cold rolled steel not leu than 
0.0352 inch thick (20 gage U. S Standard Re¬ 
vised). The crystal glass and metal Innerseal 
or the acrylic sheet and metal Innerseal shall 
be formed from tcrncplate or cold rolled steel 
not less than 0.0350 Inch thick (20 gage U. 6. 
Standard Revised) and shall contain a win¬ 
dow formed of 4i« Inch acrylic sheet which 
shall be set In either white lead or linseed 
oil putty or In a synthetic or a natural rubber 
gasket to achieve an airtight seal. Only half 
exposure shall be required on the Innerseal 
with a viewing window. The innerseal shall 
be fitted with a suitable gasket made of syn¬ 
thetic or natural rubber to fit accurately with 
the flange of the casket body. A suitable talc 
shall be placed on thr rubber gasket in suffi¬ 
cient quantity to act as a parting agent. At 
least 24 cadmium plated or bronze finished 
clamps or screws shall be furnished to secure 
the innerseal to the casket and insure an air¬ 
tight seal. < 

(f) Welding. AH component parts to be 
welded shall be properly aligned Into position 
prior to welding. Welding shall be first class. 
Resistance, arc. or gas welds ahull be sound, 
free from pita, holes or fissures. Welding 
shall be accomplished without burning 
through the welded metals and calculated 
properly to make a sound weld. After any 
flash welding ouuide exposed flash shall be 
stripped entirely and no trace of the Joint 
shall be viAlbte after finishing. All arc or 
gas welds shAll have full penetration and 
adequate fusion, forming a joint of strength 
equal to that of the material welded. Ex¬ 
posed welds shall be ground and sanded flush 
to the original surface and shall be unde¬ 
tectable after finishing. 

(g) Finish. The color of the final finish 
shall be statuary bronze. This finish may be 
achieved through one of two methods. 

J. Synthetic Enamel, Baked. Alt surfaces 
of metal components shall be thoroughly 
cleaned and given phosphate coating. A 
primer shall be applied to all surfaces which 
will be exposed after the casket Is assembled, 
except the bottom shall be dry-sanded to a 
smooth finish. All exposed metal surfaces 
of tho lid and head panel when viewed open 
or closed, and all exterior exposed metal sur¬ 
faces of the casket, except the bottom, shall 
be con ted with synthetic gloss enamel. 

2. Nitrocellulose Lacquer (Air Dry or Flash 
Dry). All surfaces of the metal components 
shall bo thoroughly cleaned and given a 
phosphate coating. A primer shall be applied 
to all surfaces and edges. Forced drying may 
be used. If desired. All expoaed metal sur¬ 
faces of the Ud and head panel when viewed 
open or closed, and all exposed metal sur¬ 
faces of the casket, except the bottom shall 
be given either a double coat or two coats of 
lacquer. This lacquer shall dry hard, suffi¬ 
cient for recosting in 30 minutes. All sur¬ 
faces shall then be double coated with a clear 
lacquer. The exposed heads of screws or 
bolts used for assembling the casket shall 
be finished to correspond to the finish of the 
casket. The finish coat shall level out to pro¬ 
duce a smooth and uniform flow without 
orange-peel. runs, wrinkles, drops, streaks 
or areas of thin film or no film. Buffing of 
the top shall be accomplished. The casket 
shall be well finished, smooth, clear and free 
from defects whtch may affect the Appear¬ 
ance or serviceability. 

(h) Upholstering. 

J. Lining assembly. The lining assembly 
for the Interior of the lid or head panel, side* 
of the casket, bed spread, pillow case and, 
where applicable, the sides of the Innerseal 
frame, shall be lined ftn white or eggshell 
rayon twill* or equal, and backed with cotton 
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sheeting. When head and foot puna) type U 
used, only the head panel shall be lined. The 
ease mb) lea for the head panel, bed spread 
and top ol the pillow cam shall be wave 
crushed, tufted or shirred either by hand or 
by machine. Where applicable, the side 
panels of the casket body shall have padded 
skirting or aprons. 

2. Pillow. The pillow esse shall be made 
of domet or cotton sheeting ss used in the 
Industry, filled with 2*4 pounds, plus or 
minus pound, of cotton or Tufflex. The 
pillow shall then be inserted in the pillow 
cover. The pillow will be not less than 22 
inches long. IB Inches wide and 6 Inches 
thick. 

2. Bed. The bod cose shall be made of 
domet. ticking or cotton sheeting and filled 
with 16 pounds, plus or minus 1 pound, of 
clesn wood wool. Tufflex. or excelsior. The 
bed shall have a bed spread secured to the 
top prior to Insertion Into the casket. The 
bed shall be not less than 78 inches long. 23 
inches wide, and 7 inches thick. 

(1) Workmanship. The casket shall be 
produced by the best means employed by 
those skilled In the art of metal fabrication 
and upholstery. AH parts shall be accurately 
formed and properly assembled Into the 
finished article and the casket shall be 
smooth, clean, well finished and free from all 
defects which may affect the appearance or 
serviceability. The Type I casket shall be 
capable of withstanding the water or air test 
as commonly practiced In the industry. A 
suitable talc shall be placed on the rubber 
gasket In sufficient quantity to act as parting 
agent. 

SimctncATtow C— Outer or Shipping Cabx 

<a) General. This specification provides 
for a standard commercial type wood box to 
be used as on outer or shipping case. 

(b) Standard]. Unless otherwise ordered 
each casket shall be furnished with an outer 
cose which when uned as a shipping case 
shall be furnished with six drop handles, two 
on each side and one on each end. The 
handles shall support the weight of the case 
and casket, plus an additional equally dis¬ 
tributed weight of 300 pounds, without 
buckling, pulling away from the case or 
showing other signs of weakness. The esse 
shall be made of 1-inch stock of thoroughly 
seasoned white pine, or other wood or equal 
quality, standard to the industry In the 
locality In which It is manufactured, of not 
less than %-lnch finished thickness, properly 
kiln-dried, free from unsound knots, checks, 
shakes or other defects which would Impair 
the strength or usefulness of the case. The 
case shall be constructed of tongue or dove¬ 
tail Joints or other accepted method of fabri¬ 
cation common to the Industry, surfaced 
two tides and finished thickness to be not 
less than H Inch. The ends shall be set In 
with aides securely nailed thereto. Bottom 
shall be of cross bottom construction, and 
securely nailed to the ends and sides. Top 
shall be of cross top construction and have 
two top battens not less than %-lnch thick¬ 
ness and not leas than 3 Inches in width, 
running full length of box top with shaped 
or chamfered edges, securely nailed or 
screwed to the box top from underside. Top 
battens shall be placed 4 Inches from outside 
edge of top. Two H-Inch by 2-inch cleats 
shall extend from the top to the full Inside 
depth of*the case at each end. Top and 
bottom shall be made flush with outside of 
sides end ends. Cement-coated nails are to 
be used throughout construction. All outer 
surfaces of the box shall be finished with 
two coats of steel-gray paint. Box top shall 
be secured to body of box with not less than 
eight 1%-lnch No. 10 flat head, wood screws, 
evenly spaced. Size of box shall be such as 
to ullow at least 1-inch clearance between 
outside of casket and inside of box. A kruft 
paper protective shroud and pads shall be 
furnished to protect the casket during 
transit. 


SrranCATiox D—Fukixal Coach axo Bcjuo 
Sovxsb 

(a) He moral of remains. Transporting 
remains In a suitable funeral coach, ambu¬ 
lance. or service car to place where the prepa¬ 
ration is performed. This service shall In¬ 
clude calling at the Installation hospital, or 
other place where death occurs or where re¬ 
mains are located when such other place Is 
within a radius of 30 miles of contractor's 
establishment, receiving the remains, and 
removing them to tho contractor's mortuary 
or other place of preparation. 

(b) Professional funeral service. Tills 
service, when ordered, shall be held, as sped, 
fled in order, at either the contractor's estab¬ 
lishment or a military installation listed un¬ 
der paragraph D. Part I. Schedule Sheet. 
8uch services shall Include: 

(1) Delivery of the remains to the place 
of services and. as necessary, return to the 
contractor's establishment; use of the con¬ 
tractor's equipment and facilities including 
chapel); professional services and all other 
services incident to the conduct of a funeral 
In accordance with traditional standards of 
solemnity, reverence, and respect for tho 
deceased and bto family: 

(2) Passenger car. when required, to trans¬ 
port members of the Immediate family to the 
funeral service and. as necessary, to the 
selected carrier terminal, and return. 

(c) Funeral coach to cemetery or to se¬ 
lected carrier terminal . Delivering remains 
in contractor's funeral coach to a cemetery 
or to a selected carrier terminal within a 
30 mile radius of the contractor's establish¬ 
ment. 

Specification E—Additional Transportation 

(a) General Tills transportation, when 
ordered by the contracting officer, shall con¬ 
sist of providing a suitable funeral coach, 
ambulance, service cor and passenger car. by 
the contractor, when required to go beyond 
the 30 mil© radius of hto establishment In 
performance of contract. 

(b) Terms . The contractor will be paid on 
a per loaded mile basis for the distance 
traveled outside of the 30 mile radius. 

5 1007.3606-1 Reprocessing remains 
at zone of interior. If an Air Force 
Aerial Port of Entry b to be a using 
activity, the following will be added to 
the specification*. 

Specification P—Casx or Hr mains 

(a) General. This specification provides 
for examining viewable and non-vlewable 
remains and rendering any touch-up services, 
os required: dressing and caskettog remains. 
These services should be performed in ac¬ 
cordance with accepted professional stand¬ 
ards to Insure that viewable and non-view¬ 
able remains Arrive at their final destination 
in a satisfactory condition. 

(1) Viewable remains shall be examined 
for uniformity of preservation and rendered 
touch-up services, as required. Cosmetics 
treatment shall be performed to insure re¬ 
mains will be viewable at final destination. 

(2) Non-vlewable remains shall be ex¬ 
amined for uniformity of preservation and 
rendered touch-up services ss required. 

Removal of remains to place where 
services will he performed. See paragraph 
28, Part II, General Provisions. 

(4) Cleansing of reusable metal transfer 
case shall be accomplished when contractor 
removes the remains therefrom. 

SracmcATtoov a—T ransportation to tux 
SxincTtt Cabjlhh Terminal 

(a) General. Thto transportation, when 
ordered, shall consist of providing a suitable 
funeral coach or service car for transporting 
the remains from the place where services 
were performed to the selected carrier 
terminal. 


(b) Terms . The contractor will be paid on 
a per loaded mile basts for transportation 
furnished to transport the remains from the 
place where services were performed to the 
selected carrier terminal. 

SUBPART KK—CLAUSES AN0 ARRANGEMENTS 
FOR NEGOTIATED UTILITY SERVICE CON- 
TRACTS 

$ 1007.3703 Required clauses and ar¬ 
rangement; contracts for $2,400 or less. 
When a negotiated utility service con¬ 
tract Is utilized in accordance with 
$ 16.007 of this title, the following 
clauses and provisions will be inserted in 
all negotiated utility service contracts 
where no connection charge is involved, 
and where the estimated annual cost to 
$2,400 or less. 

f 1007.3703-1 Cover page. The fol¬ 
lowing provisions will be set forth on 
the cover page and will be completed 
with appropriate information: 

Department op Dctvkm—Contract Nrx- 

era- Negotiated .......... 8c*vicx 

Contract .......... 

Thto negotiated contract, entered Into u 

of .....-- by and between the United 

States of America, hereinafter called the 

Government, and ......_a 

corporation organ lord and existing under the 
law* of the 8tnte of_ herein¬ 

after called the Contractor. WTTNES3ETH. 
that the Contractor agree* to furntoh. ~nd 
the Government agrees to purchase and re¬ 
ceive. service, beginning on 19._ 

and thereafter until further notice, subject 
to the availability of appropriations, for uw» 
of tho Government at the service loot Ion 
designated a*-....__ to be deliv¬ 

ered in accordance with Contractor’s Kate 1 

Schedule-- attached hereto and 

made a part of thto contract, and General 
Provisions hereof at the point of connect tan 
of Contractor's and Government'* facilities 

described as-- and to bo of 

the following characteristic*__ 

In witness whereof, the parties hereto hove 
executed this contract as of the day sad 
year first above written. 

United States or Aamn 

By-- 

(Contracting Officer) 

(Contractor) 

By- 


(Title) 

Thto negotiated contract to made pursu¬ 
ant to the provisions of Section 2 (c) of 
the Armed Service* Procurement Act of IM7 
as amended. 41 U. 8. Code 151-161. 

Appropriation chargeable: 

Estimated Annual Coat: 

5 1007-3703-2 Payments. Insert the 
following clause: 

Payments 

Payments for the service furnished to tho 

service location shall be made by _—• 

--- upon submission of prop¬ 
erly certified monthly invoices rendered by 

the Contractor to the___- 

All bills for service shall be paid without 
penalty or Interest. 

5 1007.3703-3 Contractor's facilities. 
Insert the following clause: 

Contractor's Fa exurtzs 

The Contractor, at 1U expense, shall fur¬ 
nish, Install, operate, maintain, retain title to 
and be responsible for All loss of or damage 
to all facilities required to furnish the service 
provided for herein. The Contractor will be 
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allowed access to Its facilities on Government 
premises at suitable times and it shall, at its 
expense, remove them and restore the prem¬ 
ia to original condition within a reasonable 
tune after termination ol this contract. 

$ 1007 . 3703-4 Change of rate sched¬ 
ules and rates . Insert the following 

clause: 

Changes or Rati Schedules and Rates 

(a) The Government may upon request. In 
accordance with the Contractor's applicable 
rule* and regulations, take service under any 
available rate schedule of the Contractor. 

(b) Bervioe furnished under this contract 
ahidl be subject to regulation In the manner 
and to the extent prescribed by law by any 
Federal, State, or local regulatory commis¬ 
sion having Jurladlctlon. If during the term 
of this contract the public regulatory com¬ 
mission having jurisdiction received for Ole 
In authorised manner rales that are different 
from those stipulated herein for like condi¬ 
tions of service, the Contractor agree* to 
continue the prescribed service and the Gov¬ 
ernment agree* to pay for such service at the 
different rates from and after the effective 
date of such rates. 

9 1007 . 3703-5 Officials not to benefit. 
Insert the clause set forth in 4 7.103-19 of 

this title. 


( 1007.3703-6 Covenant against con¬ 
tingent fees. Insert the clause set forth 
In 9 7.103-20 of this title. 

! 1007.3703-7 Assignment of claims . 
Insert the following clause: 

Assignment or Claims 

No claim under this contract shall be 

signed. 

I 1007.3703-6 Convict labor. Insert 
the clause set forth In 9 12.203 of this 

title. 


1 1007.3703-9 Nondiscrimination in 
employment. Insert the clause set forth 
In S 12.804 of this title. 


9 1007.3703-10 Disputes. Insert the 
chuse set forth in 4 7.103-12 of this title. 

1 1007.3703-11 Definitions. Insert the 
clause set forth In 9 7.103-1 of this title. 

9 1007.3703-12 Gratuities. Insert the 
clause set forth in 4 7.104-16 of this title. 

1 1007.3704 Clauses to be used ir/lcn 
applicable . Contracts for $2,400 or less. 

I 1007.3704-1 Alterations in contract 
In accordance with the requirements of 
i 1007.105-1, insert the clause set foith in 
i 7.105-1 of this title. 


9 1007.3705 Additional clauses. Con¬ 
tracts for $2,400 or less. 


I 1007.3705-1 General . Any other 
clauses authorized by chapter 1 of this 
title and this chapter in accordance with 
instructions for use may be inserted 
when necessary or desirable to cover the 
subject matter contained in such clauses. 


1 10076706 Required clauses and ar 
r Jl n j!Z! nen * s,m contracts for more that 
$2,400. The following clauses and provi 
** inserted in ail negotiate! 
utility sendee contracts which Involve s 
connection charge, or ore for an esti 
u te T * nnual cost of more than $2,400 
or both. In addition to the requirement 

,Hnu PPr0VI 9 ln 5 457 of this chapter 

Uity service contracts for a period o 
more than 1 year will be submitted fo 


approval as specified in 5 1001.461 of this 
chapter, and any desired deviations from 
the clauses set forth below' should be sub¬ 
mitted in advance or concurrently ac¬ 
cording to 9 1001.109 of this chapter. Any 
utility service contract involving a con¬ 
nection charge of $5,000 or more, includ¬ 
ing the agreed salvage value (see 
4 1007.3709-2) will be submitted for re¬ 
view and approval to the Commander, 
AMC, attn: MCPC. 

4 1007.3706-1 Cover page. The fol¬ 
lowing provisions will be set forth on the 
cover page, and will be completed with 
appropriate information: 

Uttlitt Slavics Conteact 

Contract No._... 

NEGOTIATED ___St*VICE CONTRACT 


< Premises to bo nerved) 


(City) 


(County) (State) 


l Contractor) 


(Contractor'! address) 


Premise! are: ( ) Government Owned 

( ) Government Leaned 

Symbol No. of Lease__.. 

Nome of Leacor__ 

Estimated annual coal hereunder I_.. 

Connection charge $___ 

BUla will be rendered to__ 

at- ... 

Payment! wlU be made by__...... 

at___..........___ 

Appropriation chargeable ...._..... 

This negotiated contract Is made pursuant 
to the provisions of Section 2 (c) of iho 
Armed Services Procurement Act ol 1947 
(Pub. Law 413. 80th Cong.). 

This Contract, entered Into as of__ 

by and between the United States of America, 
hereinafter called the Government, repre¬ 
sented by the Contracting Officer executing 

this contract, and ....._......____ 

whose address is ..........._........... 

hereinafter called the Contractor. 

Wlineascth That the parties hereto do 
mutually agree as follows: 


4 1007.3706-2 Definitions. Insert the 
clause set forth ln 4 7.103-1 of this title. 

4 1007.3706-3 Public regulation. In¬ 
sert the following cUuse: 

Public Regulation 

8ervlce furnished under this contract shall 
be subject to regulation In tbe manner und 
to the extent prescribed by law or by any 
federal, state or local regulatory commission 
having Jurisdiction. If during the term of 
this contract the public regulatory commis¬ 
sion having Jurisdiction receives for file In 
authorised manner rates that are higher or 
rates that are lower than those stipulated 
herein, for like conditions of service, the Con¬ 
tractor agrees to continue to furnish service 
as stipulated In this contract And the Gov¬ 
ernment agrees to pay for such service at 
the higher or lower rates from and after the 
date when such rates are made effective. 


4 1007.3706-4 Access. Insert the fol¬ 
lowing clause: 


Access 

The Government hereby grants to the Con¬ 
tractor. free of any rental or similar charge, 
but subject to the limitations specified ln 
this contract, a revocable permit to enter the 
service location for any proper purpose under 
this contract. Including use of the site or si tee 
agreed upon by the parties hereto for the 
Installation, operation and maintenance of 
the fsell!ties of the Contractor. Authorised 
represents lives of the Contractor will be al¬ 


lowed access to the facilities of the Contrac¬ 
tor at suitable times to perform the obliga¬ 
tions of the Contractor with respect to such 
facilities. It Is expressly understood, how¬ 
ever, that proper military or Governmental 
authority may limit or restrict the right of 
access herein granted In any manner con¬ 
sidered by such authority to be necessary for 
the national security. 

5 1007.3706-5 Payment. Insert the 
following clause: 

(a) For and in consideration of the faith¬ 
ful performance of tho stipulations of this 
contract, the Contractor shall be paid by 
the designated dliburaing office or affleer for 
service herein contracted for, at the rates 
and under the terms and conditions herein 
set forth: provided, that the Government 
shall be liable for the minimum monthly 
chawe, if any. specified In the contract com¬ 
mencing with the billing period in which 
service is initially furnished and continuing 
until this contract Is terminated, except that 
the minimum monthly charge specified ln 
this contract shall be equitably prorated for 
the billing period in which commencement 
and termination of this contract shall be¬ 
come effccUve. 

(b> The Contractor hereby declares that 
said rates are not In excess of the lowest 
rates now available to any prospective cus¬ 
tomer under like conditions of service, and 
agrees that during the life of this contract 
the Government shall continue to be billed 
at tbe lowest available rate for similar con¬ 
ditions of service. 

(c) Alt bills for service shall be paid with¬ 
out penalty or interest and the Government 
shall be entitled to any discounts customarily 
applicable to payment of bills by all cus¬ 
tomers of tho Contractor. Payment here¬ 
under shall not be made in advance of serv¬ 
ice rendered. 

4 1007.3706-6 Liability of contractor . 
Insert the following clause: 

Liasotty or CoNTEAcrroa 

All taxes and other charges In connection 
wttn facilities provided hereunder by the 
Contractor, together with all liability arising 
out of the negligence of the Contractor ln 
the construction, operation or maintenance 
of such facilities shall be assumed by the 
Contractor. 

I 1007.3706-7 Assignment of claims . 
Insert the following clause: 

Assignment or Claims 

No claim under this contract shall be as¬ 
signed. 

1 1007.3706-8 Disputes. Insert the 
clause set forth In C 7.103-12 ot this title. 

4 10076706-9 Termination. Insert 
the following clause. The figure of 30 
days may be changed to any other figure 
not in excess of 90 days: 

Teemination 

This contract may be terminated at the 
option of the Government by the giving of 
not less than thirty (30) days advance writ¬ 
ten notice of the effective date of termina¬ 
tion. 

4 1007.3706-10 Convict tabor. Insert 
the clause set forth in 4 12.203 of this 
title. 

4 10076706-11 Nondiscrimination fn 
employment. Insert the clause set forth 
ln 4 12.802 of this title. 

4 1007.3706-12 Officials not to benefit . 
Insert the clause set forth in 9 7.103-19 of 
this title* 
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9 1007.3706-13 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in $ 7.103-20 of this title. 

9 1007.3706-14 Gratuities. Insert the 
clause set forth in 9 7.104-16 of this title. 

i 1007.3706-15 Conflicts. Insert the 
following clause: 

Conflicts 

To the extent of any inconsistency between 
tlie provisions of this contract, and any 
schedule*, rider or exhibit Incorporated In this 
contract by referenda or otherwise, or any of 
the Contractor's rules and regulations, the 
provisions of this contract shall control. 

9 1007 3706-16 Signature page. The 
following provisions will be set forth on 
the signature page, and will be completed 
with appropriate information: 

In witness whereof, the parties hereunto 
have executed this contract as of the dny 
and the year (test above written. 

The United States or Auntie* 



(Contractor) 
By- 


~ (TIUe) 

CnrnncAT* 

I. -— certify that I am 

the —--— Secretary of the corpora¬ 

tion named as Contractor in the foregoing 

contract: that_____who signed 

•old contract on behalf of the Contractor 
was then .—-of said corpor¬ 

ation: that said contract was duly signed 
for and in behalf of said corporation by au¬ 
thority of iu governing body aud is within 
the scope of Its corporate powers. 


(Corporate Seal I 

9 1007.3707 Clauses to be used when 
applicable, contracts for more than 
f 2.400 . 

9 1007.3707-1 Examination of records. 
Insert the clause set forth in 9 7.104-15 
of this title except where the public util¬ 
ity services are to be furnished at rates 
not in excess of those established for 
uniform applicability to the general pub¬ 
lic or at such rates plus reasonable serv¬ 
ice or connection charges incident to 
such utility services. 

I 1007.3707-2 Multiple service loca¬ 
tions. If it is desired to provide for pos¬ 
sible alternative service locations, insert 
the following clause: 

Mui-tii-le Sksvicx Locations 

(a) The Contracting Officer may at any 
time, by written order, designate any serv¬ 
ice location within the service area of the 
Contractor at which service shall be fur¬ 
nished or discontinued thereunder, and the 
contract shall be modified In writing accord¬ 
ingly by adding to or deleting from the 
Service Specifications the name and locaUuu 
o! the appropriate service location, by speci¬ 
fying a different rate if applicable, the appro¬ 
priate point of delivery, different service 
specification if applicable, ond Any other 
appropriate term* and conditions. 

(b| The minimum monthly charge speci¬ 
fied In this contract shall be equitably pro¬ 
rated for the billing period In which com¬ 
mencement or discontinuance of service at 
any service location designated under the 
Service Specifications shall become effective. 

I 1007.3707-3 Approval of contract. 
Whenever the contract requires manual 


approval, other than by the contracting 
officer, prior to becoming effective, insert 
the clause set forth in 9 7.105-2 of this 
title. 

9 1007.3707-4 Priorities, allocations 
and allotments. According to the re¬ 
quirements of 9 1.306-2 of this chapter. 
Insert the clause set forth in | 7.104-18 
of this title. 

9 1007.3707-5 Alterations in contract. 
According to the requirements of 
f 1007.105-1. insert the clause set forth 
In 1 7.105-1 of this title. 

§ 1007.3708 Additional clauses . 

9 1007.3708-1 General. Any other 
clauses authorized by Chapter I of this 
title and this chapter, according to in¬ 
structions for use. may be inserted 
when necessary or desirable to cover the 
subject matter contained In such clauses. 

9 1007.3709 Description of services. 
Utility service contracts to be complete 
must also contain a detailed description 
of the services to be rendered. Since 
these services will vary from contract to 
contract, the establishment of standard 
provisions is not practicable, and it is the 
responsibility of the contracting officer 
to negotiate with the contractor special 
contract provisions which will accurately 
describe the services desired and which 
will adequately protect the Interests 
of the Government. Set forth In 
I 1007.3709-1 are some sample provisions 
which may be useful as a guide. Other 
clauses, not inconsistent with the clauses 
set forth in this subpart, will be de¬ 
veloped as required to suit Individual 
conditions and will be Incorporated into 
the contract subject to the provisions of 
tlio Conflicts clause. 

5 1007.3709-1 Technical provisions. 
Set forth in this section are sample tech¬ 
nical provisions. Similar provisions cov¬ 
ering. to the extent applicable, the 
subject matter below should be included 
in each contract. 

Technical Provision* 

<*♦ Scope of work . Subject to the term* 
and condition* hereinafter set forth, the Con¬ 
tractor shall sell and deliver to the Govern¬ 
ment and the Government ohall purchase and 

receive from the Contractor -_ 

service (hereinafter called aervlce) requested 
by the Government from tbo Contractor at 
the premise* to be served hereunder (here¬ 
inafter called the service location), all In 
accordance with-Service Specifi¬ 

cation* attached hereto and made a part 
hereof. 

<b) Measurement of service. 

(1) All aervlce furnished by the Contractor 
shall be measured by suitable metering 
equipment of standard manufacture, to be 
furnished. Installed, maintained, calibrated 
and read by the Contractor at It* expense. 
When more than a single meter la Installed 
at the service location, the reading* thereof 
shall be billed conjunctively. In tho event 
any meter foils to register or registers In¬ 
correctly the aervlce furnished there¬ 
through. the parties shall agree upon the 
length of period during which such meter 
failed to register or registered incorrectly 
and the quantity of service delivered there¬ 
through during such period and. upon agree¬ 
ment. an appropriate adjustment hosed 
thereon shall be mode In the Government's 
bills. For the purpose of the preceding 
sentence, any meter which registers not more 


than two (2) percent slow or fast shall b* 
deemed correct. 

(U) The Contractor, so far as powtbie, 
shall read all meters at periodic intervals of 
approximately thirty (301 day*. All billing* 
based on meter readings of lea* than twenty, 
seven (37) days or more than thirty-two * 32 ) 
day* shall be prorated accordingly. Invoices 
for service rendered hereunder shall cotn.ua 
statement* of the meter readings at the he- 
ginning of the billing period, meter oon- 
stunts, consumption during the billing period 
and such other pertinent data as shall be re¬ 
quired by the Government. 

(C) Meter test. The Contractor, at its ex¬ 
pense. shall periodically Inspect and test ths 
meters Installed by It at Intervals not ex¬ 
ceeding one (I) year. At the written request 
of the Contracting Officer the Contractor -ihatl 
mnbe additional test* of any or all of such 
meters In the presence of Government repre- 
■entativea. The cost of such additional tests 
shall be borne by the Government If live per¬ 
centage of error Is found to be not more than 
two t2) percent slow or fast. No meter rhsll 
be placed in service or allowed to remain In 
service which has an error In registration in 
excess of two f3) percent under normal 
operating conditions. 

<d) Change in volume or character. Rea¬ 
sonable notice shall, so far a* possible, be 
given by the Contracting Officer to the Con¬ 
tractor respecting any material changes pro¬ 
posed in the volume or characteristics of the 
utility aervlce required at each location. 

(e) Continuity of service and eonsump* 
lion. 

(1) The Contractor shall use reason: 1 .bis 
diligence' to provide a regular and uninter¬ 
rupted supply of service at the service loca¬ 
tion. but shall not be liable for dam/n rs. 
breach of contract or otherwise to the Gov¬ 
ernment for failure, suspension, diminution 
or other variations of service occasionc<l by 
or in consequence of any cause beyond tbs 
control of the Contractor, including but not 
limited to oct* of God or of the public 
enemy, fires, floods, earthquakes or other 
catastrophes, strikes or failure or breakdown 
of transmission or other faculties; provided, 
that when any such /Allure, stupe: ion. 
diminution, or variation of aervlco shall ag¬ 
gregate more than ten (10) hours during any 
blJUAg period hereunder, an equitable ad¬ 
justment shall be made in the monthly rates 
specified in this contract (Including the 
minimum monthly charge). 

(U) In the event the Government la un¬ 
able to operate the aervlce location in whole 

3 In port for any cause beyond It* oomrol 
eluding but not limited to acts of Ood or 
of the public enemy, fires, floods, earth¬ 
quakes or other catastrophes, or strike*, an 
equitable adjustment ahull be made In the 
monthly rales specified In this contract lIn¬ 
cluding the minimum monthly charge) If 
the period during which the Government b 
unable to operate such service location itt 
whole or in part shall exceed fifteen < 15) 
days during any billing period hereunder. 

(f) flair* and charges. 

(1> For all service furnished under ihl* 
contract to the aervlce location the Govern¬ 
ment shall pay the Contractor at the rate 

schedule__attached 

hereto and made a part of this contract 

(11) For purposes of charge* under aub- 
paragrnph (1) above, any demands due to 
faulty operation of. or excessive or fluctuat¬ 
ing pressure on. the Contractor* system shall 
not be Included os pnrt of the Government** 
demand. 

(Ill) Recognition Is given to the fact that 
the Government fiscal year ends on June 30. 
Payment* hereunder shall be contingent upon 
the availability of appropriation# therefor. 

(g) Change of rates. 

(I) Subject to the clause hereof entitled 
••Public Regulation." In the event the Con¬ 
tractor, during the term of this contract, 
shall make effective any new rate achedulr or 
amended rote schedule applicable to the clan 
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of service furnished the Government at the 
•rnrlce location which may contain a lower 
rate or condition* more favorable to the Gov¬ 
ernment for such data of service, the Con¬ 
tractor RhaU forward to the Contracting 
OOcrr s copy of such rate schedule or 
amended rate ochedule within fifteen (15) 
dap after the effective date thereof, and. 
upon receipt of written request from the 
Oovrrnment, ahall substitute such rate 
schedule or amended rate schedule for the 
rate schedule then In effect hereunder for 
tuch service location, commencing with the 
billing period in which such wrltteu request 
la received. 

Ill) Subject to the clause hereof entitled 
“Public Regulation.” in the event of a perma¬ 
nent change In the class of service furnished 
the Government at the service location, serv¬ 
ice shall, effective sixty (CO) days after writ¬ 
ten request Is made by either party or at 
such other time os may be agreed upon, 
thereafter be furnished to such service loca¬ 
tion At the lowest available rate schedule of 
the Contractor which Is applicable to the 
duos of nervioc furnished following such 
permanent change. 

(h) Con (factor's facilities. The Contrac¬ 
tor. at its expense, shall furnish. Install, oper¬ 
ate and maintain all facilities required to 
furnish service hereunder to and measure 
such service as of the point of delivery speci¬ 
fied in the Service Specifications. Title to all 
such facilities shall be and remain In the 
Contractor and the Contractor shall be re- 
sponsible for all loss of or damage to such 
facilities. 


1 1007 3709-2 Connection charge. 
When a connection charge is to be paid 
by the (jovemment, an appropriate 
clause, setting forth the terms and con- 
ditioas applicable thereto, will be in¬ 
serted. The following sample clause is 
furnished as a guide. See f 1007.3706 
for requirements concerning the review 
and approval of contracts providing for 
a connection charge. 


CONNECTION CHARGE 

(a) Charge. The Government. In consid¬ 
er* tiem of the furnishing and installation 
by the Contractor at Its expense of the New 
Facilities described In Exhibit "A.” attached 
hereto and made a part hereof, shall pay the 
Contractor, as a connection charge. aXtei 
receipt of satisfactory evidence of completion 

of the facilities, the sum of t__ rep- 

resenung the turn of $... less the 

*&r«*d salvage value In the amount ol 
•*..as shown on Exhibit ”A”; pro¬ 

vided that, as a condition precedent to final 
Payment, the Contractor ahall. If required by 
the Contracting Officer, execute a release tr 
terms acceptable to the Contracting Officer 
of cislms against the Government arisluc 
und*r or by virtue of such Installation. 

(b) Oi cncrthip. operation, and mainte¬ 
nance of neir facilities to be provided here - 

The facilities to be supplied by th« 
contractor under this clause, notwithstand¬ 
ing the payment by the Government of o 
connection charge, shall be and remain the 
property of the Contractor and shall, at all 
during the life of this contract oi 
} renewals thereof, be operated and main- 
»med by the Contractor at its expense, and 
riJS* **** oth,er chargee In connection 
—*?!*** Aether with all liability arlalni 
_construction, operation or malnte- 
facilities shall be the obliga¬ 
tion of the Contractor. 

(c> Credits. 

GoiL^° Contractor agree* to allow th« 
0n each moil thly bill for servici 
nished under this contract to the Service 

a^unt * ,* Cr ^ U or -P«cent of thi 

thT Jll 01 e f Ch such hm M rendered until 
ourft crediu Bbal1 equal th< 
unt °* connection charge, provided 
Nu 43—58-20 


that the Contractor may it any time so allow 
a credit up to 100 percent of the amount 
of each such bill. 

(3) In the event the Contractor, prior to 
any termination of this contract but sub¬ 
sequent to completion of the facilities pro¬ 
vided for in this clause, serves any customer 
other than the Government (regardless of 
whether the Government Is being served 
simultaneously, intermittently or at all) by 
means of such faculties, the Contractor shall, 
unless otherwise agreed to by the parties In 
writing at that time, promptly accelerate the 
credits provided for under subparagraph < 1) 
above, to 100 percent ol each monthly bill 
until the connection charge is futly credited. 

(3) Termination bp the Contractor . In 
the event the Contractor without cause 
terminates service under, or otherwise de¬ 
faults In performance of, this contract prior 
to the crediting In full, in accordance with 
the terms of this contract, of any connection 
charge paid by the Government, the Con¬ 
tractor shall pay to the Government an 
amount equal to the uncredited balance of 
the connection charge as of the date of such 
termination. 

(d) Termination prior to completion of 
facilities. The Government reserves the right 
to terminate this contract at any time prior 
to completion of the facilities provided for 
herein with respect to which the Govern¬ 
ment la to pay a connection charge. In the 
event the Government exercises this right, 
the Contractor shall be paid fair compensa¬ 
tion. exclusive of profit, with respect to such 
facilities. 

(e) remtfaattou subsequent to comple¬ 
tion of facilities . In the event the Govern¬ 
ment terminates this contract subsequent 
to completion of the facilities provided for 
herein with respect to which the Government 
la to pay a connection charge, but prior to 
the crediting In full by the Contractor of any 
connection charge in accordance with the 
terms of this contract, the possible continued 
usefulness of such facilities Is hereby recog¬ 
nized. It is. therefore, agreed that upon 
such termination the Contractor ahall have 
the following options: 

(1) To remove such facilities at Its own 
expense within six months after the effective 
date of the termination by the Government; 
provided, that If the Contractor elects to so 
remove such facilities, the Government shall 
then have the option of purchasing such 
facilities at the agreed salvage value set forth 
herein: and provided further, that the Con¬ 
tractor will, at the request of the Govern¬ 
ment. leave In place any such fitcUltica 
located on Government property which the 
Contractor electa to so remove and which 
the Government elects to purchase at the 
agreed salvage value. 

(2) To retain such facilities In place for 
tlx months or more after effective date of 
the termination by the Government on con¬ 
dition that Immediately after auch six- 
month period the Contractor shall promptly 
pay in full to the Government the uncredited 
balance of the connection charge. 

8 1007.3709-3 Speci/icaftonj. Set 
forth in this section arc .cample specifi¬ 
cations for various types of utility serv¬ 
ices. An appropriate specification should 
be incorporated by reference and at¬ 
tached to each contract. 

(a) Electric service specifications. 

Ecccratc Sxxvicz Specifications 

1. Premises to be nerved___ 

2. Estimated service requirements: 

Estimated maximum demand_KW. 

R*ttainted annual consumption .... KWH. 

(The Government la In no way obligated to 

use nor Is it restricted to the above estimated 
requirements.) 

8. Point of delivery. The point of delivery 
service shall bo _______— 


4. Description of electric service. Con¬ 
tractor will supply_phase__ 

wire. __ cycle, alternating current 

at ________ volta. The voltage of Contrac¬ 
tor's high tension line la__ Substa¬ 
tion transformera: normal capacity_ 

KVA: overload capacity for_hours 

__ KVA: delta or wye connected, high 

side ___,__ low side. Lightning arrester*: 

type __Switching apparatus: high 

side, fused disconnects or OCB __ 

Interrupting capacity __ KVA; low 

side. OCB_____ interrupting capacity 

.KVA. 

5. Metering and billing. .Service will be 

measured at ________ volts by_watt 

hour meterfs) ________ demand meter(s). 

6. Alterations and additions. 

(b) Gas service specifications. 

Gas Service Specifications 

1 Premises to be served_____ 

2 Estimated service requirements: 

Estimated mr.ximum demand: 

_____ MCP per hour. 

—________-_____—_ MCP per day. 

Estimated annual conrumptlon _____ MCP 

(The Government la In no way obligated to 
use nor is it restricted to above estimated re¬ 
quirements.) 

3. Point of delivery. The point of deliv¬ 
ery of gas shall be__ 

4. Quality. 

(a) The gas delivered hereunder shall be 

_gas. The gas so delivered shall 

contain not lees than___ Btu per 

cubic foot. The unit of volume for the pur¬ 
pose of determining total heating value shall 
be one (1) cubic foot of gas saturated with 
water vapor at a temperature of sixty degrees 
(CO*) Fahrenheit and an absolute pressure 
equivalent to thirty (30) inches of mercury 
at thirty-two (32*) Fahrenheit: 

(b) The gas delivered: 

(1) shall be commercially free from dust 
or other solid or liquid matter which might 
interfere with its merchantability or cause 
Injury to or Interference with proper opera¬ 
tion of the lines, regulators, meters and other 
equipment of Government; 

(2) shall not contain more than a trace of 
hydrogen sulphide per one hundred (100) 
cubic feet of gns, as determined by methods 
prescribed In Standards for Gas Service. 
Circular of the National Bureau of Standards. 
No. 405. page 134 (1034 Edition), and shall be 
considered free from hydrogen sulphide If 
a strip of white filter paper, moistened with a 
solution containing five percent (3%) by 
weight of lead acetate, Is not distinctly 
darker than a second paper freshly moistened 
with the some solution, after the first paper 
has been exposed to the gam for one < 1) 
minute in an apparatus of approved form, 
through which live gas is flowing at the rate 
of approximately fit© (5) cubic feet per hour, 
the gas not impinging directly from a Jet 
upon the test paper; 

(3) shall not contain more than twenty 
(20) grains of total sulphur per one hundred 
(100) cubic feet. 

(4) In the event the gas contains more 
than a trace of hydrogen sulphide per one 
hundred (100) cubic feet or more than 
twenty (20) grains of total sulphur per one 
hundred (100) cubic feet, by test prescribed 
by the Bureau of Standards or other recog¬ 
nized method, then upon the request of Gov¬ 
ernment. Contractor shall reduce the hydro¬ 
gen sulphide content to not more than a 
trace per one hundred (100) cubic feel and 
the total sulphur content to twenty (20) 
grains or less per one hundred (100) cubio 
feet. 

6. Measurement. 

(a) Unit of measurement and metering 
base. The volumetrio measurement baao 
ahall be one (I) cubic foot of gas at a pres¬ 
sure base of thirty (30) Inches of mercury 
(14.73 pounds per square Inch absolute), and 
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without Adjustment for water vapor content. 
To determine the volume of gaa delivered, 
factors for pressure, temperature, specific 
gravity, and deviation from Boyle's Law shall 
be applied. 

(b> Atmospheric pressure. The average 
absolute atmospheric (Barometric) pressure 
shall be assumed to be fourteen and four- 
tenths (14.4) pounds to the square Inch, 
irrespective of actual elevation or location 
of the delivery point above sea level or varia¬ 
tions In actual barometric pressure from time 
to time. 

(c) Temperature. The temperature of the 
natural gas flowing through the meter or 
meters shall be the arithmetic average of the 
hourly temperature record; or read from es¬ 
tablished tables of monthly averages for the 
service location. 

<d> Specific gravity. The specific gravity 
of the natural gaa shall be determined by 
Joint test using an Edwards type Balance, or 
other approved instrument, at the com¬ 
mencement of deliveries hereunder and as 
often thereafter os deemed necessary; or if 
mutually agreed upon, by the uso of a re¬ 
corder. periodically checked with an Edwards 
type Balance or by other accepted methods. 

(e) The deviation from Boyle's Laic shall 
be determined by tests or computed by ap¬ 
proved methods baaed on the composition of 
the gaa and conditions at point of measure¬ 
ment. with such reasonable frequency as 
found necessary. 

(f) Measuring equipment. Contractor 
will maintain and operate, at the delivery 
points, measuring stations properly equip¬ 
ped with displacement or orifice meters and 
cither necessary measuring equipment by 
which the volumes of gas delivered here¬ 
under shall be measured. Orifice meters 
shall be Installed and operated, and gas vol¬ 
umes computed. In accordance with specifi¬ 
cations recommended In Oas Measurement 
Committee Report No. 2. dated May 6. 1935, 
of the Natural Oas Department of the Amer¬ 
ican Gas Association, as the same may be 
amended from time to time, applied in a 
practical manner; displacement meter dial 
readings to be adjusted for varying pressure 
and temperature conditions. Government 
may Install such check measuring equip¬ 
ment as it shall desire, provided that such 
equipment shall be so Installed as not to 
Interfere with tho operations erf Contractor. 
Contractor shall have acceee to such check 
measuring equipment at all reasonable 
hours, but the reading, calibrating and ad¬ 
justing thereof and the changing of charts 
shall be done by Government unless other¬ 
wise agreed upon. 

Both Contractor and Government shall 
have the right to be present at the time of 
any Installing, reading, cleaning, changing, 
repairing. Inspecting, testing, calibrating, or 
adjusting done In connection with the other's 
measuring equipment used In measuring de¬ 
liveries. The records from such measuring 
equipment shall remain the property of their 
own. but upon request, each will submit to 
the other Its records and charts, or true copies 
thereof, together with calculations there¬ 
from. for Inspection and verification, subject 
to return within thirty (30) dAys after re¬ 
ceipt thereof, after which return tbs con¬ 
tractor's charts and records shall be kept on 
file by the Contractor for the mutual use of 
both parties for such period and to such 
extent as may be required by law. 

Reasonable care shall be exercised in the 
Installation, maintenance and operation of 
any pressure regulating equipment so as to 
avoid any Inaccuracy in the determination 
of the volume of gas delivered. 

6 Metering and billing. Gas will be meas¬ 
ured by _____ _ 

(Number Installed and type)'* 

meter (a). 

7. Pressure. •Contractor will maintain at 
the point of delivery a regulated pressure 
within ten percent of the pressure requested 


by the Contracting Officer but shall not 
be required to maintain more than 

pounds or less than_pounds per square 

inch gauge. 

•Contractor will supply gas from Its low 
pressure distribution system at a pressure be¬ 
tween -- and-- ounces per square 

inch gauge. 

•Delete Inapplicable language. 

§. Sire of pipeline to point of delivery 
-Inches diameter: Operating pressure 

. 

9. Alterations and additions. 

(c> Water service specifications . 

Wats* Service Specifications 

1. Premise* to be served_ _ 

2. Estimated service requirements: 

Estimated dally maximum demand:_- 

Estimated annual consumption .__ 

(Government u In no way obligated to use 
nor is it restricted to the above estimated re¬ 
quirement.) 

3. Point of delivery. The point of delivery 

of water shall bo ...._.__. 

4. Description of water service. The Con¬ 
tractor shall have ...... gallons per minute 

of water continuously available at the point 
of delivery at a pressure of not less than 
--pounds per square Inch gauge. 

5. Quality of water. The Contractor will 
supply clear, potable water safe for human 
consumption in accordance with standards 
adopted by the United 8tates Public Health 
Service for drinking and culinary water sup¬ 
plied by common carriers In Interstate com¬ 
merce and such revisions thereof as any be 
made from time to time. 

6 Metering and billing. Water will be 
measured by_meter (a). 

7. Size of contractor's pipe line to point of 
delivery ...... inches diameter. 

8. Alterations and additions. 

<d) Sewage senice specifications. 

SEWAGE SCIVlCE SPECIFICATIONS 

1 Premises to be served______ 

2 Estimated service requirements ....... 

Estimated annual volume__ 

(The Government Is in no way obligated 

to deliver nor Is It restricted to the above 
estimated requirements.) 

3. Service to be rendered. Contractor shall 
furnish a sanitary sewer connection and sani¬ 
tary sewerage service as required by the Gov¬ 
ernment and shall receive, carry, treat and 
dispose of all sanitary sewage originating at 
the project in such amounts as the Govern¬ 
ment desires to release Into Contractor’s sewer 
system and In a manner and by such means 
as will constitute do hazard to the public 
health. Contractor shall operate Its sewage 
disposal and treatment facilities In conform¬ 
ity with applicable laws, rules, and regula¬ 
tions promulgated by State and Federal gov¬ 
ernmental authorities. 

4 Point of delivery. The sewage shall be 
delivered to Contractor by the Government 
at __....___..... 

5. Size of sewer to point of delivery_II 

inches diameter. 

6. Alterations and additions. 

(e> Steam service specifications. 

Steam Service Specifications 

1. Premises to be served_____ 

2. Estimated service requirements: 

Estimated hourly maximum demand ..... 

Estimated annual consumption__ 

(The Government la In no way obligated to 

use nor Is it restricted to the above estimated 
requirements.) 

3. Point of delivery. The point of delivery 

of steam shall be ...__ 

4. Description of steam service. The Con¬ 
tractor shall have ...._pounds per hour of 

steam continuously available at the point of 


delivery at a pressure of not less than_ 

pounds or in excess of ...... pounds per 

square Inch gauge. 

6. Quality of steam. The steam furnished 
shall contain not more than 1% moi*. 
ture and shall be free of condensate at point 
of delivery. 

6. Metering and billing. Steam will be 

measured by_^____ 

(Number Installed and type- 
condensate or flow me’rrj 

meters. 

7. 8lze of pipe line to point of delivery 
...... Inches diameter. 

SUBFART U—BASIC AGREEMENT PROVISIONS 

5 1007.3803 Required provisions . The 
following provisions will be inserted In 
all basic agreements; provided, sections 
C and D. or either of them, may be omit¬ 
ted when it is not desired to cover the 
subject matter contained in those sec¬ 
tions. If either or both of these sec¬ 
tions is omitted, the corresponding iefer- 
ences in the Covering Agreement 
<§ 1007.3803-D will be deleted. 

5 1007 3803-1 Coloring agreement 
The following provisions will be used as 
the covering agreement and will be com¬ 
pleted with appropriate information; 

Baste Agreement No. ...... 

-... Page* 

Page _.. 

Basic Agreement Between the United Statj 
Air Force and 


(Name of contractor) 

ThU memorandum agreement made this 

-day of...19.. ha a for Its 

purpose simplification and increased effi¬ 
ciency In the negotiation and execution of 


(Type of contract; fixed price, cost reim¬ 
bursement) 

contracts between the United States Air 

force and the ......... 

(Name of coo tractor i 

a corporation incorporated under tho law* of 

the State of_............ The term* sad 

provisions of Sections A. B, C and D herein¬ 
after set forth have been agreed upon by U* 
parties hereto. The clause* set forth In Sec¬ 
tion A are mandatory clauses. The clauses 
set forth in 8ecttan B, and provisions of Sec¬ 
tions O and D are for mutual selection u 
applicable to each contract. Contract*) exe¬ 
cuted after the date hereof and prior to tb« 
termination hereof shall refer to all cliuws 
and provisions of this agreement appUrsbte 
to the contract and by such reference Incor¬ 
porate the same. Such contracts shall con¬ 
sist of the incorporated clauses and provi¬ 
sions. and any additional clause* and provi¬ 
sions which may be specifically set forib to 
such contracts. 

Tills agreement may be terminated in It* 
entirety by either party upon thirty (301 
days notice in writing to the other party. 
Tills agreement may be terminated by lb* 
Government at any time if the part to* foil 
to agree upon any deletion, modification or 
addition to this agreement which la required 
by statute, executive order, or the Armed 
Services Procurement Regulation. No dele¬ 
tion. modification or addition to, or termi¬ 
nation of. this agreement shall affect any 
contracts theretofore entered Into between 
the parties in which this agreement has 
incorporated by reference. 

This agreement shall be revelwed as a mini¬ 
mum annually on the anniversary of it* 
factive date and revised to conform with all 
requirements of the Armed Services Procure¬ 
ment Regulation and any additional provi¬ 
sions. including applicable provisions of tb* 
Air Force Procurement Instruction, a* mU * 
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tualiy agreed to by th« parties. 6ucb rerl- 
tiona ahaU be evidenced by Supplemental 

A^rtmcDts hereto. 

'Thja agreement shall not be referred to by 
the contractor tn bid* submitted In response 
to advert!*e<d inrttatlons nor become a part 
o' any contract placed through the proccs* 
of formal advertisement. 

In Witness Whereof, the parties hereto 
hire executed this Agreement as of the day 
and year first above written: 

Tux United Statu of Amduca 

(Contracting Officer) 
(Contractor) 

.(Title) 

(Address) 

Witnesses: 


Sole: In the case of a corporation, wit¬ 
nesses are not required but the certificate 
below must be completed. Type or print the 
name under all signatures. 

Note: The Contractor. If a corporation, 
should causo the following certificate to be 
executed under its corporate seal, provided 
that the same officer shall not execute both 
the contract and the certificate. 

Cextotcst* 

X,..certify that I am the 

.of the corporation named as 

Contractor herein; that----- 

who signed this Basic Agreement on behalf 

of the Contractor, was then-- of 

said corporation; that said Basic Agreement 
was duly signed for and In behalf cf said 
corporation by authority of Its governing 
Irdy. and Is within the ccope of Its corporate 
powers. 

____ (Corporate Seal) 

(Signature) 

9 1007.3803-2 Index page. The fol¬ 
lowing information will be Inserted as 
the Index page to all basic agreements, 
to be completed with the lists of appro¬ 
priate clauses. Clauses, by section, will 
be consecutively numbered, prefixed by 
the letter referring to the section to 
which they appear. 

Basic Agezxmcnt No. ...... 


_Pages 

Page -—— 

Index 

basic agexxmekt 

Section A—General Provisions (Hereunder 
Ufit the Utlcs of all clauses required or 
Applicable to all contracts of the type to be 
prepared under the basic agreement.) 

Section B—Special Provisions (Hereunder list 
the UUe* of all clauses requiring select ton 
for rach contract of the type to be pre¬ 
pared under the basic agreement.) 

(If Section C la Used) 

8*ctlon C- Provisions for Letter Contracts 
(If Section D Is Used) 

Section D—Provisions for Research and De¬ 
velopment Contracts. (Here lint the titles 
of all clauses, not Included in Section A or 
“. requiring selection in each Instance, 
which may be used in rcne-arch and devel¬ 
opment contracts; and list the titles of any 
Included in Section A or B. for 
jvnicb changes are authorized when used 
to research and development contracts.) 

? 1007.3803-3 Section A—general 
Provisions* Under the heading “Section 


A—General Provisions" set forth In full 
text the clauses listed In the Index un¬ 
der section A. using the same Identifying 
clause numbers. 

5 1007.3803-4 Section B — special pro¬ 
visions. Under the heading “Section B— 
Special Provisions' 1 set forth In full text 
the clauses listed in the Index under 
section B. using the same identifying 
clause numbers. 

1 1007.3803-5 Section C—letter con¬ 
tract provisions. Where the basic Agree¬ 
ment governs fixed price contracts, set 
forth the following provisions under the 
heading “Section C—Letter Contract 
Provisions.** 

(1) The following provUlona ahaU form 
a part of any Letter Contract Incorporating 
the provisions of this Section C by reference. 

(2) Except as otherwise expressly pro¬ 
vided to the contrary herein, the Contractor 
U directed, upon lit acceptance of this order, 
to proceed Immediately to procure the nec- 
ear.ary materials, and to commence the man¬ 
ufacture of the supplies or performance of 
the services, called for herein, and to pursue 
such worfc with all diligence to the end that 
the supplies may be delivered or services per¬ 
formed at the earliest practicable dale. 

(3) All clauses of 8ectlon A of Basic Agree¬ 
ment __ excepting any clause entitled 

•'Payment**. "Default**, "Termination’', and 
•’Subcontracts** are hereby incorporated into 
this Letter Contract by reference with the 
same force and effect as though herein set 
forth In full. Reference tn any of the clauses 

of Section A of Basic Agreement_— to 

contract prices or adjustments In contract 
prices and delivery schedules, to the extent 
such are not Included In this Letter Con¬ 
tract, shall be Inapplicable, except that any 
adjustments In amounts finally payable to 
the Contractor, or In time of performance 
required by such clauses, shall be made 
either at the time of settlement of Con¬ 
tractor's termination claims or shall be teken 
Into account at the time of execution of the 
definitive contract contemplated hereby. 

(4) By the Contractor's acceptance hereof. 
It undertakes without delay to enter Into ne¬ 
gotiations with the Department of the Air 
Force looking to the execution of a definitive 
contract which will Include all of Section A. 
the Section B Clauses referred to elsewhere 
herein, and all other applicable clauses then 
required by Federal law or Executive Order 
to be Included In contracts for supplies or 
services of the kind herein described. The 
definitive contract will also contain a detailed 
delivery schedule and prices, clauses, terms 
and conditions as agreed to by the parties 
which may or may not be at variance with 
the provisions of this order. 

(5) Pending the execution of a definitive 
contract, each expenditure, order, subcon¬ 
tract or commitment made by the Contractor 
in furtherance of Its performance hereunder. 
If for an amount that shall exceed either five 
per centum of the amount the Contractor Is 
authorlred to expend or obligate hereunder, 
or 425.000, whichever Is less, for tools, dies. 
Jigs, fixtures, materials, supplies, parts, equip¬ 
ment, engineering assistance or reproduction 
or other license rights will be subject to writ¬ 
ten approval by the Contracting Officer. No 
contract, regardless of the amount thereof, 
shall be made by the Contractor with any 
other party for furnishing any of the com¬ 
pleted or substantially completed articles, 
spare ports or work herein called for, with¬ 
out the written approval of the Contracting 
Officer as to sources. 

(6) Termination. (Insert the clause set 
forth in | 1007.2604—G.) 

9 1007 3803-6 Section C— letter con¬ 
tract provisions. Where the basic agree¬ 
ment governs cost-reimbursement-type 


contracts, insert, under the heading 
' Section C—Letter Contract Provisions." 
the provisions set forth In 1 1007 3803-5 
with the following changes: 

(a) In paragraph <3) thereof change 
the words "clauses entitled 'Payment,* 
'Default,' Termination,* and 'Subcon¬ 
tracts' *' to “clauses entitled 'Limitation 
of Cost,' 'Allowable Cost, Fixed Pec and 
Payment,* Termination* and 'Excusable 
Delays'." 

<b) In paragraph (3) thereof, change 
the words “contract prices or adjust¬ 
ments in contract prices'* to “contract 
costs or adjustments in fixed-fee, if 
any." 

(c) In paragraph (4) thereof, change 
the word “prices" to “estimated cost and 
fixed-fee, if any." 

<d) Delete paragraph (5) thereof un¬ 
less Section A—General Provisions docs 
not include a “Subcontracts" clause. 

$ 1007.3803-7 Section D—research 
and development contract provisions. 
Under the heading “Section D—Re¬ 
search and Development Contract Pro¬ 
visions" set forth in full text the clauses 
listed in the Index under Section D, 
with the same identifying clause num¬ 
bers. Where changes are authorized 
In clauses set forth In Section A or B 
when used in research and development 
contracts, cither set forth the clause in 
full as changed, or describe the author¬ 
ized change clearly. List any Section A 
clauses which are inapplicable to re¬ 
search and development contracts, and 
so state. 

SUBPART NN—SPECIAL CLAUSES 

9 1007.4003 Use of special clauses. 
Special clauses will be inserted in con¬ 
tracts according to instructions for their 
use contained in this, or other subparts 
of this part. To the extent of any in¬ 
consistency between Instructions for use 
contained in another subpart and In¬ 
structions in this subpart, the instruc¬ 
tions of the other subpart will control 
for the type or kind of contract treated 
therein. 

i 1007.4004 Shipments. All contracts 
issued by Hq AMC or AMC field pro¬ 
curement activities which provide for 
delivery of supplies will contain the 
clause set forth in this section. Such 
contracts Issued by other AF activities 
may contain the clause set forth in this 
section or may contain a shipments 
clause adapted to the particular con¬ 
tract 

SurPUENTB 

(a) Unless otherwise provided In this con¬ 
tract or unless the Contracting Officer acting 
under the '’Change**' clause hereof directs tn 
writing otherwise, all supplies to be fur¬ 
nished under this contract shall be delivered 
f. o. b. carrier's equipment at the plant or 
plants At which such supplies are to be 
finally Inspected and accepted, or if the 
facilities for shipment by carrier** equip¬ 
ment are not available at the Contractor* 
plant, f. o. b. the point or point* nearest 
thereto that carrier service I* available. 
When the carrier*■ equipment 1* rail, any 
shipment occupying sufficient space In a rail¬ 
road cor to constitute a carload shipment 
subject to carload freight rate* shall bo 
properly and adequately loaded in freight 
cars by the Contractor, and any shipment 
evbject to less- than -carload freight rate* 
shall be delivered by the Contractor Into the 
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currier** possession at the Contractor's plant, 
or at the point or points nearest thereto at 
which delivery can be effected. 

(b) Whenever it U provided in this con¬ 
tract that supplies ahail be delivered f. o. b. 
specified destinations. such supplies shall be 
shipped direct by the Contractor to the spec¬ 
ified destinations on commercial bills of 
lading, at the expense of the Contractor. 
Provided, however, that nothing contained 
herein shall preclude reimbursement of the 
Contractor by the Government of any such 
transportation expenses If this Is a cost- 
reimbursement type contract. 

(c) Notwithstanding other provisions of 
this contract, shipments mode under cost re¬ 
imbursement contracts which do not exceed 
(1) 1.000 pounds if shipped by rail, truck, 
or freight forwarder, or (St) 100 pounds If 
shipped by railway express, or (111) 60 pounds 
if shipped by commercial air, shall be made 
by commercial bills of lading, charges to 
destination(s) paid by the Contractor. 

Cd) If the Contracting Officer directs in 
writing that any of the supplies to be fur¬ 
nished hereunder be delivered to a carrier 
for shipment from a point other than speci¬ 
fied in this contract, equitable adjustment 
shall be made In the contract price in the 
manner provided in the general provisions 
of this contract entitled “Changes". 

(o) Shipping instructions. If not other¬ 
wise provided herein, names of consignees of 
all supplies to be delivered by the Con¬ 
tractor hereunder will be furnished In writ¬ 
ing by the Contracting Officer at a later date. 
Request therefor shall be made to such ad¬ 
dress as the Contracting Officer may direct, 
not later than thirty (30) days prior to the 
date on which any of the articles are ready 
for shipment. 

(f) Routing instructions. If not otherwise 
provided herein and deliveries ore other than 
f. o. b. specified destinations. Government 
routing Instructions will be furnished to the 
Contractor in writing by tike Contracting 
Officer at a later date. If the Government 
routing Instructions have not been received 
by the Contractor thirty (30) days prior to 
date on which any of the articles ore antici¬ 
pated to be ready for shipment, request there¬ 
for shall Immediately be made to the 
cognizant transportation activity specified 
herein. 

(g) Sotice of shipments. (Under this 
subtitle insert the clause set forth In ASPR 
7-105 4 (33 CFR 7.105-4) ). 

(h) Computation of delivery time . Por 
the purpose of determining the fulfillment of 
this contract so far os delivery dates are con¬ 
cerned, In the event the delivery point or 
points ore not the same as the point or 
points of destination, the time of delivery of 
the supplies shall be the date of delivery to 
the carrier ready for shipment to destination. 

(I) Shipments by the Government. Un¬ 
less this Is a cost-reimbursement type con¬ 
tract, any articles, supplies or other items to 
be delivered by the Government to the Con¬ 
tractor shall, unless otherwise provided 
herein, be delivered to the Contractor f. o. b. 
carrier's equipment at the plant or plants of 
Uie Contractor designated, or If faculties for 
shipment by carrier's equipment are not 
available at the Contractor's plant or plants, 
f. o. b. the point or points nearest thereto 
that carrier's equipment Is available. 

(J) Where the contract provides that In¬ 
spection and acceptance shall be accom¬ 
plished at a subcontractor's plant (whether 
In whole or in part) the foregoing provisions, 
except paragraphs (e) and (f). shall be 
equally applicable to such subcontractors as 
provided In said subcontract. Subcontrac¬ 
tors' shipping Instructions and routing in¬ 
structions. If not previously furnished. shaU 
be requested from the Prime Contractor. 

9 1007.4005 Delivery of spare parts 
schedule . Any contract which provides 
for delivery of items of supplies, and also 


RULES AND REGULATIONS 


for spare parts for such Items, may con¬ 
tain the following clause. This clause 
may be made a lettered paragraph of the 
clause entitled ‘'Shipments" set forth in 
9 1007.4004. 

Delivery or Spark Parts Schedule 

Unless otherwise provided in the Schedule, 
all spare parts. If any. required to b* fur¬ 
nished to the Government under this con¬ 
tract shall be delivered In accordance with 
this paragraph. The Contractor shall de¬ 
liver in each month that quantity of each 
item of spare parts listed on the final spare 
parts exhibit, or exhibits, to this contract 
which bears the same ratio to the total 
quantity of such Item to be furnished as 
the number of articles to which such spare 
part relates to be delivered in such month 
bears to the total number of such articles 
to be furnished. Where this formula would 
require delivery of a fraction of a spare part, 
the next higher number of whole spare parts 
shall be delivered If such fraction exceeds 
one-half (ty) and the next lower numbers 
of wholo spare parts shall be delivered if such 
fraction is one-half (Vi) or lees. 

$ 1007.4006 Delivery of aircraft. Any 
contract providing tor the delivery of 
aircraft to the Government may contain 
the following clause which may be made 
a lettered paragraph to the clause en¬ 
titled "Shipments" as set forth in 
$ 1007.4004. 

Delivery or AracsAfT 

Unless otherwise provided In this contract 
all aircraft shall bo delivered completely set 
up, serviced, tested, and ready for flight at 
the flying field where they are to be finally 
Inspected. The Contractor shall furnish all 
fuel, oil and cooling fluid necessary (1) for 
engine tests and flight tests required to be 
made under the provisions of AF Specifica¬ 
tion No. R-1B0O E and (U) for fly-away, In 
amounts designated by the ferry pilot, fa t 
each aircraft delivery. 

4 1007.4007 Transportation charges. 
Any fixed-price supply contract, under 
which the contractor has quoted a price 
including the transportation charges, 
and for which it is desired to provide for 
the possibility of shipment on Govern¬ 
ment bills of lading, may include the 
following clause: 

Transportation Charges 

The Contractor hereby agrees that In the 
event that shipments hereunder which were, 
by the terms of this contract, to be made at 
the Contractor's expense are In fact made 
on a Government bill of lading, there shall 
be deducted from the contract price the 
commercial freight charge for delivery to the 
destination specified herein. Including any 
Federal, State, or local tax directly appli¬ 
cable thereto. The Contractor further agrees 
to show any such reductions on the Invoices 
submitted hereunder. 

§ 1007 4008 Accelerated delivery. 
When the contractor may deliver items 
of supply or perform services at a faster 
rate than set forth in the schedule and 
such accelerated delivery or performance 
is desirable without limitation, the fol¬ 
lowing clause will be inserted: 

Accelerated Delivery 

The Contractor Is authorized to exceed the 
delivery rate, or to complete performance of 
this contract prior to the time therefor, set 
forth in the Schedule. 

9 1007.4009 Furnishing of materials 
or supplies by the Government at its 
option. The following clause may be 


Inserted In any fixed-price contract tor 
supplies or services where It is contem¬ 
plated the Government may furnish the 
Contractor with materials or supplies 
not provided for In the contract: 

Furnish i no or Materials or Supplies by ?m 
Government at It* Option 

The Government may nt its option from 
time to time furnish the Contractor with 
materials or supplies not obtainable in tb« 
open market and which are Required by the 
Contractor for the performance of this con¬ 
tract. In such event, an equitable reduc¬ 
tion In the contract price shall be made prior 
to the delivery of such materials or supplies 
to the Contractor, or as soon thereafter u 
possible, but in no event later than thirty 
(30) days after such delivery. 

9 1007.4010 Government-furnished 
property to be returned in kind. When¬ 
ever it is considered desirable in a fixed- 
price contract that Government-fur¬ 
nished property which is to be incor¬ 
porated in the end items be returned by 
the Contractor in kind, if possible, ano 
if not possible that an adjustment be 
made in the contract price, the following 
clause may be used: 

Oovxrnment-Furnished Property To B* 
Returned in Kind 

Certain properly furnished to the Con¬ 
tractor by the Government under the pro¬ 
visions of this contract may be expressly 
designated to be returnable in kind to the 
Government. Whenever replacement can be 
accomplished without delnying production 
the Contractor agrees to use its best efforts 
so to return like property. It is agreed that 
the procedures set forth below will be fol¬ 
lowed In connoctlon with such property: 

(a) In the event all the property fur¬ 
nished under this clause Is not returnrd m 
kind to the Government, the price of sup¬ 
plies delivered to the Government hercundrr 
shall be reduced equitably In accordance 
with the clause hereof entitled •'Chsnees'*. 

(b) To the extent that the Contractor 
shall, within 00 day* after receipt of prop¬ 
erty from the Government or such extension 
thereof as may be agreed upon, return Ilk* 
property to the Government, the Govern¬ 
ment's right to a price reduction, pursuant 
to subparagraph (a) above shall be waived. 

<c) In the event of termination of this 
contract, the parties shall take Into con¬ 
sideration. as part of the termination aettle- 
ment the effect of any adjustment In pries 
required by reason of this clauso and not 
theretofore made. 

(d) The provisions of ths clause of this 
contract entitled "Government-Furnished 
Property" shall be applicable to any prop¬ 
erty furnished the Contractor under this 
clause. 

(e) From time to time, and In any event, 
prior to final payment under this contract 
a list of the property furnished, the prop¬ 
erty returned and any adjustment In price 
by reason thereof shall be evidenced by 
Change Order or Supplemental Agreement w 
this contract. 

9 1007.4011 Recapture clause for 
equipment rental contracts. Wen 
equipment for maintenance and repa# 
projects using project 441 funds i* 
rented from a contractor, the follow inf 
clause will be included in the rental con¬ 
tract, unless the contracting officer de¬ 
termines that the use of the clause will 
unduly limit competition: 

Recapture or Equipment 

(a) When and If th# total rental paid or 
accrued to ths Lessor for any equipment 
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fOv<*r«l by thin agreement ahull equal the 
value thereof plus 1 percent per 
mouth of the agreed value for each contract 
month or fraction thereof such equipment 
*hall have been subject to use pursuant to 
thl* agreement* no further rentals shall 
accrue hereunder and title to such equip¬ 
ment shall vest In the Government. In such 
event the Lessor shall forthwith remove 
without coet to the Government any and 
all Urns or encumbrances against such equip¬ 
ment. 

<b) At any time during the period of thl* 
agreement, the Government may at its option 
purchfiif* any equipment covered by thla 
agreement, upon the giving of written notice 
of Its intention so to do. by paying the differ¬ 
ence between the agreed value plus 1 percent 
per month of the agreed value for each con¬ 
tract month or fraction thereof such equip¬ 
ment ehall have been subject to use pur¬ 
suant to this agreement, and the total rental 
for such equipment theretofore paid or ac¬ 
crued. Upon the giving of such notice, the 
Lessor shall forthwith transfer title to such 
equipment to the Government. 

<c| The Lessor agrees that In the event 
the Government acquires UUe to any equip¬ 
ment covered by thla agreement pursuant to 
subparagraph (a) or (b). of thla clause, it 
will hold the Government harmlers against 
all claims asserted against such equipment, 
whether asserted prior to or after passage of 
title to the Government, where such claims 
art m» prior to the vesting of title In the 
Government. 

5 1007.4012 Rental of gas cylinders. 
All contracts which provide for the rental 
of gas cylinders will contain the more 
Applicable of the following clauses: 

<n> When one cylinder at a time is 
rented: 

Rental or Gam Cy under a 

Cylinders shall remain the property of the 
Contractor and will be limned, without 
charge, to the Government for a period of 30 
days after the date of shipment of cylinders 
from the Contractor's plant. Beginning 
wuh the Am day after the expiration of the 
30-diy free loan period to and Including the 
day the cylinders are released to the trans¬ 
port nitnn company for return to the Con¬ 
tractor, there will be charged, and the United 
States, agrees to pay the Contractor, a rental 

of 4.per cylinder per day for the use 

of such cylinders. 

<b) When a quantity of cylinders is 

rented: 

Cylinders shall remain the property of the 
Contractor and will be loaned, without 
charge, to the Government for n period of 
30 days after the date of shipment of cylin¬ 
ders from the Contractor's plant. Beginning 
with the first day after the expiration of tho 
30-d.iy free loan period to and including the 
day the cylinders ore released to the trans¬ 
portation company for return to the Contrac¬ 
tor. there will be charged, and the United 
States agrees to pay the Contractor, a rental 

of 4- per cylinder per day, computed 

on a quantity basts, as Indicated below, for 
tb* use of such cylinders. This rental 
ehsrgo will be computed separately for 
o*ygcn and acetylene cylinders and for each 
point of delivery named In the contract. A 
credit of 30 cylinder days will accrue for each 
cylinder shipped. A debit of 1 cylinder day 
will accrue for each cylinder for each day 
held beginning with the day after dote of 
shipment from Contractor's plant to and 
including the day the cylinder la released 
vo the transportation company for return Jo 
the Contractor. At the end of the contract 
P^lod, In the event the total number of 
debits exceeds the total number of credits, 
rtnUit win be charged for the difference. If 
the total number of credits equals or exceeds 
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the total number of debits, no charge will bo 
made for the use of the cylinders. 

All cylinders not returned to the Contrac¬ 
tor on or before the expiration of a 00-day 
rental period or lost or damaged beyond re¬ 
pair whUe tn the pewsesrlon of the United 
States Government shall be paid for by the 
United States to the Contractor at a re¬ 
placement value of $_for each oxygen 

cylinder up to 110 cubic feet capacity. $-- 

tor each oxygen cylinder over 110 cubic feet 
capacity. I_for each acetylene cylin¬ 
der up to 160 cubic feet capacity, and $-- 

for each acetylene cylinder over 160 cubic 
feet capacity. 

Cylinders retained or lost and so paid for 
shall be connldersd the property of the 
Unl ed States. But If and when located 
they may. at the option of the Government, 
be returned to the Contractor, and, in such 
evept, credit shall be aUowed to the Gov¬ 
ernment at the replacement value paid, leas 

rental of $__ per day beginning at the 

expiration of the 30-day period os aforesaid 
to the date upon which cylinders arc turned 
over to the Carrier for return to Contractors* 
plant. 

8 1007.4012 QimJi/y control specifica¬ 
tion. All contracts (other than local 
purchase contracts and those excluded 
by paragraph 1.2 of Military Specifica¬ 
tion MILr-Q-5923, as In effect on the date 
of the contract) shall contain the follow¬ 
ing clause: 

Quality Control Specification 

Except as otherwise provided tn this con¬ 
tract. the Contractor's system of quality con¬ 
trol during the performance of thla contract 
shall be In accordance with the provisions of 
Military Specification MlLr-Q 5923. aa In ef¬ 
fect on the date of this contract, incorpo¬ 
rated herein by reference unless tills contract 
is one of the types specified In paragraph 
13 of said specification. 

8 1007.4014 Certificate acceptance. 
The following clause may be used In sup¬ 
ply contracts for simple, non-crltical 
items of a standard or commercial na¬ 
ture such os commercial grade hardware, 
hand tools, office supplies and equip¬ 
ment, housekeeping materials, and 
equipment, and simple AN Standard 
Items. 

Certificate Acceptance 

fa) At the option of the Contracting Of¬ 
ficer any of the supplies to be furnished 
hereunder may be accepted without prior 
Government Inspection upon receipt of a 
certificate of the Contractor attached to an 
Invoice for said supplies reading substan¬ 
tially as follows: 

*1 hereby certify that I did. on the 

day of____ 19..., ship via ....._.... 

in accordance with ahlpplng Instructions is¬ 
sued by the Contracting Officer, the supplies 
called for by Contract No. (Insert contract 

number) ___; that such supplies were 

in the quantities and of the quality called 
for. and were In all respects In accord with 
the applicable specifications. This state¬ 
ment is furnished to support payment of the 
attached Invoice." 

(b) Notwithstanding any provisions of the 
certificate Above referred to and notwith¬ 
standing the provisions of paragraph (c) 
of the clause hereof entitled "Inspection" or 
"Inspection of Supplies and Correction of 
Defects" as the case may be. the liability of 
the Contractor with respect to supplies ac¬ 
cepted by the Government under the pro¬ 
visions of paragraph (a) above will, after 
Inspection by the Government or alter the 
expiration of a reasonable time following 
delivery to the Government within which 
Inspection may be made, whichever occurs 
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first, be limited (except as to supplies re¬ 
jected upon such Inspection) to liability for 
Intent defects, fraud, or such gross mistakes 
as amount to fraud. 

8 1007.4015 Additional inspection re¬ 
quirements . Any fixed-price contract 
which calls for the delivery of supplies 
may Include the following clause: 

Additional Inspection Requirements 

(a) The Contractor shall inform the In¬ 
spector when supplies ore ready far inspec¬ 
tion. 

(b) The respective points for Anal Inspec¬ 
tion and acceptance by the Government of 
all the supplies (other than aircraft to be 
flown away. If any) to be furnished under 
this contract shall be. In addition to the 
plant or plants of the Contractor specified 
elsewhere herein, any other plant or plants 
of the Contractor or any plant or plants of 
a subcontractor or vendor of the Contractor 
hereunder, provided that such other plant 
or plants of the Contractor or such plant or 
plants of a subcontractor or vendor shall 
have been approved for such purpose In writ¬ 
ing by the Contracting Officer. It Is expressly 
understood by the Contractor that request by 
It for the approval referred to In the preced¬ 
ing sentence must be made as soon as prac¬ 
ticable to permit tho Government to make 
necessary arrangements for Inspection and 
acceptance, and that the Government Is not 
obligated to mske such final Inspection and 
acceptance at any point so approved until 
a reasonable period after the date of such 
approval. 

<c) The Contractor shall, in the manufac¬ 
ture of the articles to be suppUcd under thla 
contract, 1 ms required to use Jigs, fixtures, 
and or other devices and appliances in aU 
processes where such use Is conducive to 
Interchangeability and uniformity of the 
product, of such character as wlU reduce the 
necessity for selective assembly to the least 
practicable minimum, and whenever the In¬ 
spector shall determine that any Jig. fixture, 
device, or other appliance la incorrect, worn, 
damaged, or defective to ouch an extent an 
to adversely affect basic IntcrchwhgeablUty of 
the article manufactured, he shall so In¬ 
form the Contractor In the same manner us 
applied to the rejection of defective material 
presented for acceptance by the Government 
representative, and the Contractor shall not 
thereafter use the sold Jig. fixture, or ap¬ 
pliance. In its Incorrect, worn, damaged, or 
defective form In the manufacture of articles 
Intended for delivery under this contract. 

<d) Unless otherwise provided herein, if 
any aircraft arc required to be furnished to 
the Government hereunder and the same 
are to be flown away, such aircraft shall be 
finally Inspected and accepted by the Gov¬ 
ernment at a flying field or fields to be 
approved by the Government In the vicinity 
of the Contractor's plant or plants specified 
elsewhere herein or in the vicinity of any 
other plant or plants of the Contractor 
approved for such purpose in writing by 
the Contracting Officer. Unless otherwise 
provided herein, such inspection and accept¬ 
ance shall be accomplished in accordance 
with the provlslona of AP Specification No. 
R-1800-S, ns in effect on the date of this 
contract. 

8 1007.4016 Inspection requirements 
for experimental aircraft. In fixed-price 
contracts for the production of experi¬ 
mental aircraft, paragraph (c) of the 
clause entitled "Additional Inspection 
Requirements" set forth in 8 1007.4015, 
may be deleted and the following para¬ 
graph. designated M (e), M substituted; 

Inspection Requirements for Experimental 
Aircraft 

(c) The Contractor shall. In the manu¬ 
facture of the articles to be supplied under 
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this contract, toe required to use such Jig*, 
fixtures, and/or other devices And appliances 
which are suitable for the fabrication of 
experimental-type aircraft and pertinent 
spares. Such Jigs, fixtures and/or other 
devices and appliances may be of temporary- 
type construction tout shall ho adequate to 
maintain the dimensions called for in the 
applicable drawings. 

5 1007.4017 Sanitary inspection. In¬ 
sert the following clause in all contracts 
for the procurement of bakery or dairy 
products. See Subparts FF and HH of 
this part, respectively, and the note ap¬ 
pearing at the end of this clause. 

Santtaxt Inspection 

(a) Award of Items listed on this Invita¬ 
tion for Bids shall be made only to a bidder 
whose facilities at which such items are to be 
produced hove been Inspected or otherwise 
approved by an ameer of the Air Farce Vet¬ 
erinary Corps or Vho Army Veterinary Corps 
within 30 days prior to the opening date of 
this Invitation lor Bids. In the event that* 
the inspection reveals the existence of un¬ 
sanitary conditions, the bidder shall be in¬ 
formed of such conditions in writing, by 
the Contracting Officer prior to award, and no 
award shall be made to that bidder unless 
the conditions are immediately corrected, 
rolnepectlon requested, and on such relnspec- 
tlon the facilities are found satisfactory and 
approved. 

(b) The Government reserves the right to 
inspect the Contractor's facilities at all rea¬ 
sonable limes during the performance of this 
contract. If on inspection reveals the exist¬ 
ence of unsanlUry conditions, the Contractor 
shall be requested, in writing, by the Con¬ 
tracting Officer to correct such conditions. 
Refusal to oorrect unsanitary condition shall 
constitute sufficient cause for the Govern¬ 
ment to terminate this contract Immediately 
in accordance with the clause hereof entitled 
•‘Default" and without waiting ten days for 
the correction of the condition. 

(c) Bidders may obtain sanitary Inspection 
of their faotimea by applying in writing to 
the Contracting Officer named herein not less 
than 10 calendar days prior to the opening 
date of this Invitation for Bids. 

(d) The results of any sanitary Inspection 
by the Deportment of the Air Force or the 
Department of tho Army shall not be used 
for private sales promotion or advertising 
purposes. 

Note. Paragraphs (a) and (c) above are 
required only in advertised procurement. In 
procurement placed by negotiation, this 
clause will consist of only paragraphs (b) 
and (d), which will he suitably redesignated, 
and the content of paragraphs (a) and (c) 
called to the con tractor's attention In the 
course of negotiation. 

1 1007.4018 Vehicles or conveyances. 
Insert the following clause in all con¬ 
tracts for the procurement of bakery or 
dairy products (see Subparts FF and HH 
of this part, respectively): 

Vehicles oa Conveyances 

Vehicles or conveyances used in the trans¬ 
portation of items called for in this contract 
•hoi. consist of clean, closed vehicles con¬ 
forming to high standards of commercial 
transportation, equipped to protect against 
contamination of the product. These vehi¬ 
cles or conveyances shall be subject to ex¬ 
amination at all times by the Contracting 
Officer or hia authorized representative. 

{ 1007.4019 Federal Food, Dtuq, and 
Cosmetic Act • Insert the following 
clause in all contracts for the procure¬ 
ment of bakery or dairy products (see 
Subparts FF and HH of this part, respec¬ 
tively) ; 


Tsdexax, Food, Drug, and Cosmetic Act 

All deliveries shall comply with the provi¬ 
sions of the Federal Food. Drug, and Cos¬ 
metic Act, Public Law 717. 75th Congress, as 
amended. 

f 1007.4020 First article approval 

(a) When It la desired that the first arti¬ 
cle or articles of a fixed-price contract 
be tested and approved, a clause provid¬ 
ing for such testing and approval may 
be inserted in the contract The deliv¬ 
ery of the remaining articles will be 
scheduled for specific times after, and 
contingent upon, receipt of notice of 
approval of the first article. Provision 
may be made in the clause limiting the 
number of resubmissions of first articles 
after rejection caused by failure to meet 
specification requirements. Since the 
exact nature of the testing desired, and 
the extent to which the Contractor will 
be authorized to proceed with produc¬ 
tion pending that testing and approval, 
will vary from contract to contract, es¬ 
tablishment of a standard clause Is not 
practicable. It is the responsibility of 
the Contracting Officer to negotiate with 
the Contractor a contract provision 
w hich will accurately describe the condi¬ 
tions desired and which will adequately 
protect the interests of the Government. 
Set forth in tills section is a sample pro¬ 
vision which may be useful as a guide. 
However, paragraph (d) will be included 
in any sue!* provision. 

Fxjlst Article Atoioval 

(a) The flirt (number fo b# tested] arti¬ 

cle* of Item |oo ntract item number) are 
designated as First Article* and shall bo 
delivered by the Contractor to the Govern¬ 
ment, all transportation chargee prepaid, on 
or before-19... lor test and ap¬ 

proval. The Contractor will bo notified, in 
writing, whether or not tho First Articles 
are approved. After testing, said articles 
•hall be returned to tho Contractor, at the 
Contractor’s expense, tn their then condition 
for submission as contract items after re- 
pairs and modifications, if necessary, have 
been made by the Contractor. Pending writ¬ 
ten approval of the First Articles the remain¬ 
ing items of tho contract shall not bo fabri¬ 
cated or produced but tho Contractor may 
acquire necessary materials for fabrication. 

(b) First Articles shall bo delivered to fsef 
forth consignee and address to which first 
articles are to be shipped |. 

The following marking shall be placed on 
the container of the First Article, below and 
to the left of the address: 

First Articles: 

Contract Number..,__...__ 

Attn: [set forth by name or symbol, and 
address, the laboratory or other place where 
the first articles are to be tested]. 

(c) At least thirty (90) days prior to ship, 
ping First Articles, the Contractor shall send 
written notice of tho time and method of 
shipment to the Contracting Officer and to 
the laboratory or other place designated In 

(b) above where the First Article are to be 
tested. 

(d) If tho contractor fails to deliver tho 
First Articles within tho time set forth herein, 
or if the tests reveal discrepancies in the 
First Articles from tho specification require¬ 
ments. the Government may at its option: 

(1) Notify the contractor In writing of tho 
discrepancies in which event the contractor 
shall correct such discrepancies at no cost 
to the Government. If changes in specifi¬ 
cation are directed by the Government, they 
will be processed In accordance with the 


provisions of the clause hereof entitled 
••Changes"; or 

(2) Consider the contractor doiinqucm m 
its deliveries hereunder. 

<b> Where it is desired to permit the 
contractor to fabricate and produce 
items pending approval of the first arti¬ 
cles, the last sentence of paragraph (a) 
of the clause set forth in this section 
will be deleted and the following substi¬ 
tuted: 

Pending approval of the First Article* the 
Contractor may proceed with fabrication and 
production of Items, but shall make no de¬ 
liveries. 

(c) For administrative procedures rel¬ 
ative to the contractor notification ol 
acceptance or rejection of first article, 
see J 1054.104 (z) of this chapter. 

I 1007.4021 Production sample test. 
(a) When it is desired that samples from 
a production quantity of articles of a 
fixed-price contract be tested and ap¬ 
proved, the following clause will be used: 

PsoDucnoN Sample Test 

W The contractor shall forthwith deliver 
to the Government all transportation charges 
prepaid, such articles, not to exceed a total 

of-articles, called for In Item ..u 

may be designated by the OovcmmcTU in¬ 
spector. m production samples for tcotiof. 
The Government, after testing, will give tht 
Contractor a notice in writing approving 
or disapproving, the samples as submitted 
within .... days after receipt thereof. After 
testing, said articles shall be returned to the 
Contractor, at the Con tractor to expc:.: la 
their then condition, for submission as con¬ 
tract Items after repairs and modifications, 
If necessary, have been made by the Coo- 
tractor. Pending the approval by the Gov¬ 
ernment of said samples, the Contractor 
may fabricate the remaining articles under 
this contract: Provided, however, That the 
Contractor shall make no deliveries, and 
that In the event the production samples 
reveal discrepancies from specifically re¬ 
quirements, the Contractor shall make tbs 
necessary changes In all the fabricated arti¬ 
cles to correct such discrepancies at no cost 
to the Government. 

<b) Production Samples shaU be deluded 
to (set forth consignee and address to which 
Production Samples are to be shipped]. 

Tli# following marking shall be placed oa 
the oontalner otthe Production Samples, 
below and to the left of the address: 

Production Samples: 

Contract Number __... 

Item____ 

Attn: [set forth by name or symbol and 
address, the laboratory or other place tehtrs 
production samples are to be tested]. 

(c) At least thirty (30) days prior to 
shipping Production Samples, the Contractor 
shall send written notice of the time and 
(method of shipment to the ContrActing 
Officer and to the laboratory or other placs 
designated in (b) above where the Produc¬ 
tion Samples are to be tested. 

(d) The delivery schedules set forth t» 
tho contract shall be deemed automatically 
extended to the extent of the time used for 
any Production Sample testing. If stick 
time is more than ninety (00) days. t&* 
adjustment in the deUvcry schedule nh*U 
be evidenced by a Chang# Order to thU con¬ 
tract. or the contract shall be 10 ^ 0111 ;^ 
pursuant to the clau&e hereof entitled "Ter¬ 
mination lor Convenience of the Govern¬ 
ment.'* In the event the Contractor falls W 
deliver the production sample# at tho tlmi 
set forth herein, or the production sample* 
do not meet the contract specification re¬ 
quirements. the Contractor may be comp¬ 
ered delinquent in Its deliveries hereunder* 
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fd> Where it is desired to permit the 
contractor to deliver items pending ap¬ 
proval of the production samples, para¬ 
graph <d> of the clause set forth in para¬ 
graph (a) of this section will be deleted, 
and the last sentence of paragraph (a> 
of said clause will be deleted and the fol¬ 
lowing substituted: 

pending the approval by the Government 
of said rumples, the Contractor mey fabri¬ 
cate And deliver the remaining article* un¬ 
der this contract: Provided, however. That 
iu the event the production sample* reveal 
discrepancies from specification require¬ 
ment*, the Contractor ehall make the neces- 
iaty changes. In all the fabricated articles 
delivered after receipt of notice of dis¬ 
crepancy. to correct such discrepancies at no 
coat to the Government. 

$ 1007.4022 Flight risk. Any con¬ 
tract under which the contractor 1s re¬ 
quired to have aircraft operated, may 
include the applicable clause set forth in 
thts section whereby the Government as¬ 
sumes the risk of loss of aircraft during 
operation if the contract price, or the 
estimated cost, does not include an 
amount for flight-risk insurance pre¬ 
miums: 

ta) For fixed-price contracts: 

Plight Risk 

(ft) As used In this clause the term “op¬ 
eration** Includes tests of aircraft, tests of 
equipment and accessories Installed therein, 
and the operation of any power plant in¬ 
stalled therein, whether or not the aircraft 
la tn motion during the making of any such 
tc&t or the operation of any aucli powerplant. 

lb) Each and every operation of any alr- 
cralt (l) to be furniahed to the Government 
under this contract, or (2) furnished to tho 
Contrnctor by the Government for the per¬ 
formance of this contract, whether con¬ 
ducted by the Contractor, by the Govern¬ 
ment or by any person authorized by the 
Government, shall be conducted at the risk 
of the Government insofar as lose or de¬ 
struction of or damage to such aircraft (In¬ 
cluding equipment and accessories inn tailed 
therein) is concerned, notwithstanding the 
provision* of the ctaune hereof entitled “Oov- 
vcmmcnt-Purnlishcd Property” and any 
provisions of applicable Air Force specifica¬ 
tions relating to Contractor*! UablUty in con¬ 
nection with such operation: Provided, That 
U personnel conducting such operation aro 
not either furnished by the Government or 
approved in writing by the Air Materiel Area 
Commander having administrative respon¬ 
sibility for this contract, or his representa¬ 
tive to wham such tyithorlty bus been dele¬ 
gated. such operation shall be conducted at 
the riik of the Contractor and the Contractor 
ihAl] he liable for loss and destruction of 
snti damage to Government property occur¬ 
ring m the course of such operation; and 
further provided that the Contractor shall 
bear the risk of and. with respect to Ooveni • 
toem-rurnlahed property, shall be liable for 
lots and destruction of. and damage to. such 
aircraft equipment luid accessories occur- 
ting in the course of such operation and ro- 
jultln** irom willful misconduct or failure 
Jo exercise good faith on the part of Oon- 
wscior n managerial personnel as defined In 
lb* clause hereof entitled ' •Government- 
rum Uhed Property.** 

(c) If prior to final acceptance by the 
Government any aircraft defined under 
paragraph (b) (I) above, are lost, destroyed 
or damaged during such operation thereof 
if the risk of such loss, damage or de- 
Jinietton is borne by the Government under 
P^Airraph (b) hereof, the Government shall 
tho 10 torminskUi thla contract 

respect to such aircraft, or in case such 
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aircraft la damaged, the Government may 
elect to require that such aircraft be restored 
by the Contractor to the condition in which 
It was Immediately prior to such damage. If 
the Government terminates this contract 
with respect to such aircraft, the Contractor 
shall deliver to the Government at the place 
at or from which such operation is conducted 
all or such parts of such aircraft as the Con¬ 
tracting Officer may designate, and the Con¬ 
tractor shall be paid the contract price for 
said aircraft leas such amount aa shall be 
determined by the Contracting Officer aa the 
reasonable value of any portion of said air¬ 
craft not completed at the time of such ter¬ 
mination. If the Government require* the 
aircraft to be restored as aforesaid, an 
equitable adjustment shall be made in the 
amount due ‘inder this contract and In the 
time required for its performance and this 
contract shall be modified in writing 
accordingly. 

(d) Any disputes that may arts® under 
the provisions of this Clause shall be deter¬ 
mined os provided in tho clause hereof 
entitled “Disputes/* 

fb) For cost-relmbursement-lypc con¬ 
tracts: 

Fucht Risk 

(s) As used in this clause the term 
•’Operation** includes testa of aircraft, tests 
of equipment and accessories Installed there¬ 
in. and the operation of any power plant 
Installed therein, whether or not the aircraft 
la in motion during the making of any such 
test or oi^eratlon of any such power plant. 

(b) Notwithstanding the provisions of 
paragraph <f) of the clause of this contract 
captioned “Government Property/* the Con¬ 
tractor shall be liable for loss and destruc¬ 
tion of and damage to aircraft (Including 
equipment and accessories installed therein). 
to which the Government has title pursuant 
to the provisions of this contract or other¬ 
wise. occurring In the course of operations 
of such alrcrart conducted by the Contrac¬ 
tor in the performance of this contract un¬ 
less personnel conducting such operations 
are furniahed by the Government or are 
approved tn writing by the Air Materiel 
Area Commander having administrative re¬ 
sponsibility for this contract, or his repre¬ 
sentative to whom such authority ha* been 
delegated. The provlilons of this clause 
ehall supersede any provisions of applicable 
Air Fnroe specifications Insofar as such speci¬ 
fications relate to Contracu*r‘a liability In 
connection with such operations. 

(e) If prior to final acceptance by the 
Government, any aircraft, aa referred to In 
paragraph (b), are lost, destroyed, or dam¬ 
aged during such operation, and if the rUk 
of such loss, damage, or destruction Is borne 
by the Government under paragraph (f) of 
the clause hereof entitled “Government 
Property/* the Government may terminate 
this contract with respect to such aircraft, 
or In case such aircraft is damaged, the 
Government may require the Contractor to 
restore such aircraft to the condition in 
which it was Immediately prior to aueh 
damage. If the Government terminates this 
contract with respect to such aircraft, the 
Contractor shall deliver to the Government 
at the place at or from which such operation 
is conducted all or such parts of such air¬ 
craft aa the Contracting Officer may desig¬ 
nate. If the Government requires the 
aircraft to be restored as aforesaid, an equi¬ 
table adjustment shall be made in the esti¬ 
mated cost and fixed-fee. if any, and in the 
time required for its performance, and this 
contract shall be modified in writing ac¬ 
cordingly. 

(d) Any dispute that mny arise under the 
provisions of this clause shall be determined 
os provided In the clause hereof entitled 
“DUpuiee/* 
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§ 1007.4023 Inspection and audit. 
The following clause will not be Inserted 
In formal advertised contracts but will 
be inserted in all negotiated Axed-prico- 
type contracts which provide for: 
Progress or advance payments, reim¬ 
bursement of specific costs such as ma¬ 
terials, or price redetermination or 
incentive price revision; and in all other 
negotiated fixed-price-typc contracts in 
which the Air Force desires the right to 
Inspect the books, records, and plants of 
the contractor or its subcontractors: 

IwarKCTiowr xkd Audit 

(a) The Contractor agrees that Its books 
and records and Its plants, or such part 
thereof as mny be engaged In the perform¬ 
ance of thts contract shnll at all reasonable 
time* be subject to inspection and audit by 
any authorized representative of the depart¬ 
ment. 

(b) The Contractor shall cause a like pro¬ 
vision to be Included In all subcontracts 
hereunder. 

5 1007.4024 Superseding specifica¬ 
tions. Any contract which requires the 
contractor to comply with a Govern¬ 
ment specification will contain the fol¬ 
lowing clause: 

ScmajcDiNc Specifications 

All references In any Government speci¬ 
fication Incorporated herein to other Gov¬ 
ernment specifications shall be deemed to 
Include all specifications supplementary to 
or superseding the specifications so referred 
to, to the extent that such supplementary 
- superseding specifications arc tn effect at 
the date of Contractor’s latest quotation, if 
the Contractor was furniahed or otherwise 
notified of the existence of such supple¬ 
mentary or superseding specification at the 
Ume of said quotation. 

$ 1007.4025 Changes. Any contract 
for supplies, services, or research and de¬ 
velopment for which another changes 
clause is not mandatory, may contain the 
following clause: 

Changes 

The Contracting Officer may. at any time, 
by a written order, and without notice to the 
sureties. If any. make change* in or additions 
to drawings and specifications. Issue addi¬ 
tional instructions, require modified or ad¬ 
ditional work or services within the general 
scope of the contract, change the place of 
delivery or method of shipment, or the 
amount of Government furnished property. 
If any such change causes an increase or 
decrease In the cost of. or In the time re¬ 
quired for, performance of £hls contract, aq 
' equitable adjustment shall be made in the 
contract price, or time or performance, or 
both, and the contract shall he modified In 
writing accordingly. Any claim by the Con¬ 
tractor far adjustment under this clause 
must be asserted within sixty (00) days from 
the date or receipt by the Contractor of the 
notification of change: Provided. Howei'cr, 
That the Contracting Officer, if he decides 
that the facts justify such action, may re¬ 
ceive and act upon any such claim asserted 
at any time prior to final payment under 
this contract. Failure to agree to any ad¬ 
justment shall be a dispute concerning a 
question of fact within the meaning of the 
clause of this contract entitled “Disputes/* 
However, nothing in this clause shall excuse 
the Contractor from proceeding with the 
contract as changed. 

5 1007.4026 Option lor increased 
quantity. Any fixed-pricc-type supply 
or service contract, in which it is desired 
the Government have on option to iu- 
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crease the quantity called for, may in¬ 
clude the following clause: 

Option rot Incuaaco Quantity 

The Contractor grants to the Government 
the right to Increase the quantity or quanti¬ 
ties ol the supplies and services called lor 

herein, not exceeding ..._percent by item, 

and at not more than the unit price or 
prices specified herein. Said increase may 
be applied to any or all items at the option 
or the Contracting Officer. The Government 
■hall exercise this option not later than 

__days before the last scheduled delivery 

under tills contract and excrclae of this op¬ 
tion shall be evidenced by a Change Order to 
the contract or by a Supplemental Agree¬ 
ment if reduced prices are Involved. The 
Contractor further agrees that delivery of 
the Items added by exercise of this option 
shall continue Immediately after delivery of 
UXe Items called for hereunder at the same 
rate os that called for under this contract un¬ 
less otherwise agreed by the parties. 

5 1007.4027 Increase or decrease. Un~ 
less the Estimated Requirements clause 
set forth in 1 1007.4028 Is used, Insert 
the following clause in all contracts for 
the procurement of bakery or dairy 
products or packing or crating services 
(see Subparts FF, IlH, and n of this part, 
respectively), 

INCREASE oa Decrease 

Inasmuch as the quantity specified In this 
contract Is based upon present personnel 
strength of the Government establishment 
designated herein, the Government reserves 
the right to increase or decrease such quan¬ 
tity. but not to exceed BO per centum thereof, 
at no change In unit price, hereunder at any 
time prior to or during the contract period 
herein specified. 

§ 100T4028 Estimated requirements. 
The following clause will be inserted In 
all contracts for the procurement of 
laundry or dry cleaning services (see 
Subpart GO of this part). The clause 
will also be used in requirement con¬ 
tracts for the procurement of bakery or 
daily products or pocking and crating 
services (see SubparU FF, HH. and II of 
this part), or other frequently procured 
standard commercial supplies or services 
where requirements are indefinite in 
quantity and frequency. 

Estimated Requirements 

The amount of supplies and services which 
will be required during the period covered by 
this contract will depend upon the needs of 
the Government establishment issuing this 
contract. Quantities of supplies and services 
specified herein are based on the best In¬ 
formation available as to those requirements, 
but are not definitely purchased hereby. 
Notwithstanding the foregoing, the Con¬ 
tractor agrees to furnish at the prices herein 
specified aU supplies and services of the kind 
herein described which the Contracting Offi¬ 
cer may call for during the above-mentioned 
period and the Government wUl call on the 
Contractor for all such supplies and services 
which the Government establishment issuing 
this contract may require during such period. 
After th* expiration of the contract period, 
no further supplies or service* will be called 
for or furnished. 

Note: li desired, a paragraph may be added 
to the above clause limiting, in terms of per¬ 
centage, the quantity which may be called 
for In any day. week, or other period, and 'or 
limiting the frequency of calls, 

5 1007.4029 Guaranty clause for 
fixed-price contracts ♦ The following 
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clause, which limits the contractor's lia¬ 
bility under the “latent defects” provi¬ 
sion of the Inspection clause to 6 months 
but increases the contractor's liability to 
include patent defects for 6 months. Is 
authorized for use in any fixed-price sup¬ 
ply contract, provided the contracting 
officer determines: that the provision is 
in the best interest of the Government 
and that the price being paid for the sup¬ 
plies will be no greater than w ithout the 
clause. The stated period of 6 months 
may be increased if considered desirable 
by the contracting officer: 

OUAXAKTT 

fa) Tfre Contractor guarantees that at the 
time of delivery thereof the articles provided 
for under this contract will be free from any 
defects in material or workmanship and will 
conform to the requirements of this contract. 1 

(b) Notwithstanding any other provision 
of this contract, final acceptance of the sup¬ 
plies (as defined in the clause of this contract 
entitled "Inspection") shall bo conclusive 
except as regards (l) fraud, (il) such grow 
mistakes as amount to fraud, (ill) any de¬ 
fects or failure to conform with contract re¬ 
quirements (whether latent or patent) os 
to which the Government shall notify the 
Contractor within six (8) months after the 
date of final acceptance. The Contractor 
shall promptly remedy (either at Its plant or 
at such other place as may be agreed upon 
between the Conractor and the Contracting 
Officer) any such defects or falhiret by cor¬ 
rection or replacement st no Increase In the 
contract price: Provided, That applicable 
tooling and drawings, If otherwise unavaU- 
abJe to the Contractor are made available by 
order of the Government: And provided fur¬ 
ther, That the cost of any transportation in 
connection with the return of supplies for the 
purpose of such correction or replacement 
shall be borne by the Government. Pro¬ 
visions of this clause shall be applicable with 
respect lo any suppUes which the Contractor 
corrects or replaces pursuant to It. 

(c) If the Government dots not require 
correction or replacement of a defective or 
nonconforming article, ns provided for above, 
the Contractor, if required by the Contract¬ 
ing Officer within a reasonable time after the 
notice of defect or nonooniormance, shall 
repay such portion of the contract price of 
thcartlcle as Is equitable under the circum¬ 
stances. 

5 1007.4030 Subcontracts. All fixed- 
price contracts, tor which another sub¬ 
contract clause is not mandatory, will 
contain the applicable clause set forth 
in this section. See the Subcontracts 
clause set forth In 5 1007.4043 for use in 
all fixed-price contracts which provide 
for price rodeterminatlon. including 
incentive price revision. 

(a) For supply contracts which do not 
contain a price redetermination clause: 

fiUllCO NT* ACTS 

Ko contract shall be made by the contrac¬ 
tor with any other party for furnishing any 
of the completed or substantially completed 
articles, spare porta, or work, herein con¬ 
tracted for. without the written approval of 
the Contracting Officer as to sources. 

f b> For contracts for work or services, 
which do not contain a price redeter- 
minatlon clause: 

SUOCONTAACTB VO* WOJKX Cm SISY1CK9 

No contract shall be made by the contractor 
with any other party for furnishing any of 
the work or services herein contracted for 
without the wTittcn approval of the Contract¬ 


ing Officer, but this provision will not be 
taken as requiring the approval of contract* 
of employment between the Contractor and 
personnel assigned for services thcreund. r. 

I 1007.4031 Overtime and premium 
icaae compensation. Except where a 
contract provides that no premium wage 
compensation will be recognized as a cost, 
all cost-reimbursement contracts, and 
all fixed-price contracts which contain 
a price redetermination provision, will 
contain the more applicable of the fol¬ 
lowing clauses (see 5 1012.102 of this 
chapter): 

(a) Fixed-price contracts which con¬ 
tain a price redetermination provision. 
Overt iMr and Premium Wags Compensation 

Except as otherwise provided In this con¬ 
tract the cost of premium wage oomptiua- 
tlon. Including overtime work, will be recog¬ 
nized in any price adjustment undrr the 
terms of this contract only to the extent 
approved in writing by the Contracting 
Officer. 

<b) Cost-reimbursement contract 

Overtime and Pmmitjx Wags Gomfenvtiox 

Except ns otherwise provided In thU con¬ 
tract the cost of premium wnge campnna¬ 
tion, including overtime work, will be si* 
lowed as an Item of coat hereunder only to 
the extent approved In writing by the Con¬ 
tracting Officer. 

5 1007.4032 Reproduction rights. The 
following may be used in contracts whtdi 
call for the delivery of supplies except 
where a Patent Rights clause, according 
to 5 9.107 of this title, is used: 

Rxy*oouction Rights 

It la understood and agreed that the Con¬ 
tractor does not convey to the Government 
any reproduction rights In or to the supphe* 
called for herein by virtue of the term* of 
this contract, except as may be herein other¬ 
wise provided. 

! 1007.4033 Contractual contents. 
Any contract may contain the following 
clause when it is desirable to enumerate 
the components of the contract, e. g* 
the clauses, or the various specification!, 
parts, or general or special provisions: 

Contractual Co nten t s 

This contract consists of \here enumerate 
the contents of the contract, e. g.. Schedule, 
General Prcchions, Special Provisions. Spec* 
ifleations or the Contract Clauses or the 
Number of Pages comprising the Contract}* 

5 1007.4034 Discounts. Any contract, 
under which a discount for prompt pay¬ 
ment may be available, may contain the 
following clause: 

Discounts 

Xu connection with any discount offered, 
as may be set forth in the Schedule, tin* 
wUl be computed from date of the delivery 
of the supplies to carrier when deliver)’ *nd 
acceptance are at point of origin, or trom 
date of delivery at dcatinatlon or port of 
embarkation when delivery and acceptance 
are at those points, or from date correct 
invoice or voucher (properly certified by t** 
Contractor) is received in the office specified 
by the Government If the latter date Is Uttf 
than the date of delivery. 

5 1007.4035 Prior instrument super¬ 
seded, Any definitive contract whiejj 
replaces or supersedes a notice of award 
or letter contract will contain the follow* 
ing clause: 
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Prior licmoiavT S r ro s E Dgp 

Tula Is the definitive contract contem¬ 
pt* ltd by (Letter Contract) (Notice of 

Award) dated...and designated 

Contract No __ and supersedes said 

4 Letter Contract) (Notice of Award). Any 
costa incurred or payments made there¬ 
under will be considered to have been made 
under this definitive contract. 

5 1007.4036 Delay in delivery of data. 
Any contract which coils for the delivery 
of an end Item and also for technical 
data, such as handbooks, service man- 
tuk, or other information necessary for 
the proper maintenance or servicing of 
the end item, will include the following 
clause: 

Dixat ik Delivery or Data 

fa) It is understood that the efficient us* 
by the Government of the supplies called 
fur hereunder requires that the data called 
far hereunder be delivered not later than 
the time or respective times herein specified. 
If such data Is not delivered at aakd time or 
timet, the Government may at Its election, 
to long as such data remains undelivered, 
unless the delay in delivery thereof arises 
oat of causes beyond tho control and without 
the fault or negligence of the Contractor 
within the meaning of tho clause hereof 
entitled "Default.'* withhold payment to the 
Contractor for any of the amounts then due. 
refuse approval of the Con tractor'a vouchers 
•ad refute to accept further deliveries here¬ 
under from the Contractor or take any other 
action authorised by law or regulation now 
or hereafter In effect Including termination 
of the contract for defoul t to the extent and 
In the manner authorized by aald clause, and 
may take any or all of the foregoing actions 
separately or in combination. 

<b) The provisions of thla clause shall 
only be applicable to technical data, such aa 
handbooks, service manuals, or other In¬ 
formation necessary for the proper mainte¬ 
nance or servicing of the end items called 
for herein. 

8 1007.4037 Inspection . Any contract 
for supplies or services, for which another 
inspection clause is not mandatory, may 
contain the following clause: 

iNsrsmoK 

All cervices, material and workmanship 
•hall be subject to Inspection and teet by 
representative* of the Oovemment. For this 
purpose, the Contractor ahall allow at ell 
rm&ouable times Inspectors and other Gov¬ 
ernment personnel free access to the plant 
and operations and shall fumlah such fa¬ 
cilities. supplies and services aa may be re¬ 
quired for this work. 

f 1607.4038 Price warranty . Any 
fixed-price contract may contain the 
following clause isee 9 1003.701-9 of this 
chapter). This clause is suitable for use 
in contracts for commercial Items, or 
*heie a cost breakdown of a contractor's 
costs is not available. For contracts 
containing escalation provisions, see 
1 1003.403-2 of this chapter. 

Pates Warranty 

The Contractor warrants that the price* 
or the items set forth herein do not exceed 
irKM,e charged by the Contractor to any other 
customer purchasing the same Items In like 
or cmalier quantities. 

if* 3 0 ? 7 ’* 033 Open call contract clause . 
ii it is desired to incorporate the call 
,!? tUn L (8ee 11 003.40S-5 or this chapter) 
«uo a fixed-price supply contract, a non 
personal services contract, or a time and 
materials contract, the following clause 
No. 43-—53 - . 31 


will be added to those clauses required or 
authorized by the aforementioned parts 
of this section: 

Calls 

(a) Upon receipt by It of Calls therefor 
issued hereunder by the Contracting Officer, 
the Contractor, pursuant to such Calls, shall 
furnish to the Government supplies or serv¬ 
ice! of the type and at the price* act forth 
in the Schedule. Calls may be Issued at 
tho sole option of the Contracting Officer 
during the period set forth In the Schedule. 
It la understood and agreed that the Oovem¬ 
ment undertakes no obligation hereby to 
Issue Call* hereunder. The provision* of 
thla contract. Including the Schedule, ahull 
govern all Calls Issued hereunder during the 
aforementioned period. 

<b) Calls Issued pursuant to this contract 
shall bear the number of this contract and 
shall be in writing, serially numbered, dated 
and signed by the Contracting Officer. They 
shall set forth the supplies or service* and 
the quantities thereof to be furnished, to¬ 
gether with the delivery dates, place of 
delivery and any packing and shipping 
Instructions therefor, and shall contain a 
citation of the funds from which payment 
for the supplies or service* called for shall 
be made. The Contracting Officer shall be 
rd to Issue amendments to Calls in the 
same manner as original Calls. 

Noth: If desired, provisions may be mado 
In the schedule for maximum or minimum 
quantities to be ordered by indlvldim! calls, 
and also for tbe frequency of calls. In the 
event any are made. Provision may also be 
made as to the time within which the con¬ 
tractor shall perform following receipt of 
any call. 

9 1007.4041 Descriptive identification 
data to be furnished by Government sup¬ 
pliers. Supply contracts issued by Hq 
AMC or AMC field procurement activ¬ 
ities as a result of PH’s or MlPR’s which 
contain a requirement for descriptive 
identification data according to speci¬ 
fication MIlr-D-26715 OJSAF) will con¬ 
tain the clause set forth below. (Where 
there is no requirement for descriptive 
indentificatlon data of end item, such as 
kits, but such data is required for spare 
parts therefor, paragraph <a> will be 
omitted and the designation of (b) will 
be deleted from the second paragraph.) 

/ Dcjtcumv* IOCKT fFlCATlOM DATA TO Be 

Evanished ar Government Suwants 

(a) On Item no.(a.) ....... the contractor 

shall furciah descriptive Identification data 
in accordance with MIL-D 26715 (USAP). 
Thla service la Included as an Item In the 
contract schedule. Such data shall be de¬ 
livered to the Government In accordance 
with the time cycle contained In the specifi¬ 
cation. No deliveries ahaU be made on these 
item* until the contract ha* been amended 
to include the appropriate stock numbers. 
Any delay on the part of the Government 
to adhere to the time cycle eet forth in the 
specification shall be considered an excus¬ 
able delay within the meaning of the clause 
of this contract entitled “Default ** or "Ex¬ 
cusable Delays’*. Any *uch excusable delay 
will automatically extend the deUvery sched¬ 
ule by the time of the delay. 

(b) If this contract calls for spare parts, 
the contractor shall rurnlth descriptive 
Identification data therefor in accordance 
with MIL-D-26715. The price for furnishing 
auch data shall be Included In the price of 
said spare parts and shall be negotiated at 
the time and In the manner provided in 
this contract for the price of spare porta. 

I 1007 4042 SiiZiccntractf. The fol¬ 
lowing clause will be inserted in all fixed - 
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price contracts which provide for price 
redetermination, including incentive 
price revision. See the Subcontracts 
clauses set forth in 9 1007.4030 for use 
in all fixed-price supply contracts and 
contracts for work or services, which do 
not contain a price redetermination 
clause. 

Subcontracts 

(a) No contract shall be made by the 
Contractor with any other party for fur¬ 
nishing any of the completed or substantially 
completed articles, spare parts or work, 
herein contracted for. without tho written 
approval of tho Contracting Officer as to 
sources. 

(b) The Contractor shall give specific ad¬ 
vance notification to the Contracting Officer 
of any proposed subcontract hereunder 
which (1) is on a cost or cost-plus-a-fixed- 
fee basis, or (2) Is on a fixed-price basis 
exceeding In dollar amount either $25,000 or 
five percent (5^) of the total amount of 
Uils contract. 

(c) The Contractor shall not. without the 
prior written consent of the Contracting 
Officer, place any subcontract which (1) la 
on a cost or coet-plus-a-fixed-fee basts, or 
(2) is on a fixed-price basis exceeding in 
dollar amount either $25,000 or five percent 
(6%) of the total amount of this contract, 
or (3) provides lor the fabrication, purchase, 
rental. Installation or other acquisition, of 
any Item of industrial faculties, or of special 
tooling having a value in excess of $1,000. 
or (4) 1# on n time-and-material or labor- 
hour basis. .The Contracting Officer may. 
In his discretion, ratify In writing any such 
subcontract; such action ahall constitute the 
consent of the Contracting Officer as required 
by this paragraph <c). 

<d) The Contractor agrees that no sub¬ 
contract placed under this contract shall 
provide for payment on a cosl-plus-a-per- 
centage-of-cost basis. 

te) The Contracting Officer may. In hi* 
discretion, specifically approve in writing 
any of the provisions of a subcontract. 
However, such approval or the consent of 
the Contracting Officer obtained as required 
by this clause shall not be construed to 
constitute a determination of the accept¬ 
ability of the subcontract price, unless such 
approval specifically provide* that it con¬ 
stitutes a determination of the Acceptability 
of the subcontract price. 

(f) The Contracting Officer may approve 
all or any pari of the Contractor's purchas¬ 
ing system and from time to Ume rescind 
or reinstate such npprovaL Such approval 
ahall be deemed to fulfill the requirement* 
for obtaining the Contracting Officer's con¬ 
sent to subcontracts si prescribed in para¬ 
graph (c) above. 

9 1007.4043 Returnable containers . 
<a> In placing contracts calling for ship¬ 
ment in containers which may be used 
more than once. It is necessary to cover 
the following matters contractually: 

< 1 1 The contract should state whether 
the price of the containers is included, 
either in the unit price or as a separate 
item, whether the Government will be 
charged for containers, or whether the 
contractor will invoice for them later. 
It is highly inadvisable to provide tiiat 
the contractor will Invoice later, since 
this is likely to lead to considerable com¬ 
plications. 

(2) The contract should state whether 
the containers ore to be returned, and 
if so. w ithin what time limit. 

<3) if the contract price includes the 
price of the containers (either in the 
unit price or as a separate item) tho 
contract should state whether the con- 
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tainers are considered "one-time ship¬ 
pers’* or whether the Government will 
have the right to return the containers 
for credit. 

<4> If the Government has the right 
to return the containers for credit, pro¬ 
vision should be made regarding the time 
limit, price, f. o. b. point, and consign¬ 
ment instructions. 

<5) The price of containers should be 
listed as a separate item on the contract 
wherever possible, and handled sepa¬ 
rately on shipping documents and ac¬ 
countable records. 

<b) Following are several typical 
clauses considered to be according to 
commercial practice In the various situa¬ 
tions indicated by the wording of the 
clauses. Care must be exercised to in¬ 
sure the use of a clause which is known 
to be acceptable to the contractor. All 
of these clauses refer to "reels” but may 
be changed to cover drums, spools, car¬ 
boys, or other containers. See $ 1007.4012 
for an appropriate clause for rental of 
gas cylinders. 

Rms 

(ft) The cost of reel* Is Included In the 
contract price. All reels referred to herein 
are subject to return by the Government, If 
In good condition, reasonable wear and tear 

excepted, at a credit of $_per reel, 

within —_day* after delivery to the Gov¬ 

ernment. If returned alter Mid period has 
clnpecd, the amount to be paid the Govern¬ 
ment therefor shall be decreased 5 percent 
for each month or fraction thereof In excess 
of said period. 

lb) ReeU returned as above shall be de¬ 
livered to the Contractor f. o. b. cars or 
freight station {here Iruerf city and State 
o/ contractor's plant), and the Contractor 
shall allow the commercial freight charges 
to such place from point of Government 
destination hereunder The Government 
•hall not be responsible for the return of 
lagging, nor shall the coet of lagging be 
included In the value or reels. 

Rctu 

The cost of nonrctumAble reels used In 
supplying the items called for herein 1* in¬ 
cluded in the contract price and such reels 
will not be returned to the Contractor* 

Rms 

Ail reels referred to herein are subject to 
return by the Government. If In good condi¬ 
tion. reasonable wear and tear excepted, 
within twelve (12> months after the date 
of delivery, at the price of $__ per reel. 

Knu 

The cost of reels is Included In the contract 
price. Such reels may be returned to the 
Contractor by the Government f. o. b. cars 
or freight station {here insert city and State 
of contractor's plant), if In good condition, 
reasonable wear and tear excepted, within 

•-months from and after date of delivery 

at the price of $__per reel. 

5 1007.4044 Customary commercial 
tvarranties. Any negotiated contract 
may contaia tlic following clause where 
a commercial article is being procured 
on which the contractor customarily 
rrants to purcii&sers a warranty cover¬ 
ing the same: 

Waiuaktt 

In addition to any other rights granted 
tinder this contract, the Contractor grants 
to the Government the some warranty on 
tho Items procured hereunder customarily 
given to its commercial customers. 


RULES AND REGULATIONS 

f 1007 4045 Payment of fixed fee . 
The following clause, to comply with 
£ 7.205-4 of tills title ' Allowable Cost, 
Fixed Fee. and Payment.** paragraph 
<h>, may be inserted in the schedule of 
a cost-reimbursement-typc contract lo 
provide for payment of a fixed-fee as 
determined payable under Subpart N, 
Part 1054, of this chapter. 

Payment or Fixed Pm 

The fixed fee shall be paid In monthly 
installments based upon the percentage of 
completion of work, as determined by the 
Contracting Officer. 

5 1007.4046 Payments clause for fixed- 
price-type letter contracts. The pay¬ 
ments clause set forth below may be 
inserted by amendment into a fixed - 
price-type letter contract in which con¬ 
siderable deliveries are being made, and 
in which definitization has been delayed 
if it Is determined by the procuring con¬ 
tracting officer that the delay is not due 
to the fault of the contractor. The use 
of this clause will require negotiation 
of an interim price. The price is for 
billing purposes only and should not be 
used in any way ns a basis for fixed- 
price-type negotiations. It should not 
exceed 75 percent of the estimated unit 
cost. The clause should not bo used in 
a letter contract for which progress pay¬ 
ments provided in Subpart F, Part 1054, 
of this chapter have been authorised. 

Payments Clause roa Pirm-Piia-TTW 
Lrmn Contiactb 

(a) Pending execution of a definitive con¬ 
tract. payment will be made for each Item 
delivered and accepted upon the submission 
of properly certified Invoioea or vouchers, lu 
accordance with the following: 

(Item No.) (Nomenclature) (Quantity) 
(Unit price) (Total amount) 

(b) It Is understood that the prior* staled 
herein are tentative only, and ore subject to 
adjustment in accordance with the price to 
be established in the definitive contract. 

(e) In the event of termination, the termi¬ 
nation provisions shall govern, and live price 
stated herein shall not be applied for the 
purpose of computing a termination settle¬ 
ment. 

<d) The aggregate payment made for de¬ 
liveries under this clause shall not exceed 
the amount obligated under this contract. 

§ 1007.4047 Safety and accident pre¬ 
vention . Any contract, except construc¬ 
tion contracts written according to Sub¬ 
part CC of this part and f 1007.4207, 
which is to be performed in whole or in 
part on an AF base or other premises 
owned or under the control of the Gov¬ 
ernment will contain the following 
clause. 

S.\rrrr and Accident Prevention 

If this contract la performed in whole or 
In port on premises under the direct control 
of the Government, the Contractor shall 
conform to all safety regulations and re¬ 
quirements covering such premises In effect 
at any time during the performance of the 
contract. The Contractor agrees to take all 
reasonable steps and precautions to prevent 
accidents and preserve the life and health of 
Contractor and Government employees per¬ 
forming or in any way coming in contact 
with the performance of this contract on 
such premises. Information concerning 
safety regulations will be furnished the Con¬ 
tractor upon request to the Contracting 
Officer. Any violation of such regulations. 


unlees promptly corrected as directed by the 
Contracting Officer, shall be grounds for ter¬ 
mination of the contract In accordance with 
the default provisions hereof. 

5 1007.4048 Ammunition and explo¬ 
sive material safety. All contracts, in¬ 
cluding letter contracts, for (a) Manu¬ 
facture. maintneance, modification, or 
overhaul of aircraft, missiles, rocket 
engines, and fire control systems. ib> 
manufacture of explosives or ammuni¬ 
tion. and (c) any other contract that 
may involve the storage, manufacture, 
packaging, transportation, handling or 
use of explosives or ammunition, wifi 
contain the following clause. 

Ammunition and Explosive Material 
SaVett 

The Contractor shall comply with the nr- 
pllcable portions of Air Force Technical 
Orders 11 A-1-20. 11W-1-2, 11W-1-3. 42B1- 
1-0 and AF Regulation 86-6. In effect an the 
date of this contract. In addition to local. 
State and Federal ordinances, laws and codes 
in the manufacture, handling, storage, 
packaging, transportation or use which may 
affect the performance of this contract of 
Government or Contractor owned ammuni¬ 
tion or explosive material. The Contractor 
•hall also comply with any additional tnfety 
measures required by the Contracting Officer 
with regard to such ammunition or explosive 
material; provided, that if compliance with 
such additional safety measures results tn s 
material increase In the cost or time ct 
performance of the contract, an equitable 
adjustment will be made In accordance with 
the clause hereof entitled "Changes.'* 

f 1007.4049 Warning labels for haz¬ 
ardous chemicals . All contracts for the 
procurement of hazardous chemicals and 
all contracts which require the use of 
such chemicals on an AF base or other 
premises under the control of the Gov¬ 
ernment will contain tho following 
clause: 

Waininc Labels roa Hazardous Csnnat i 

Containers of hazardous chemicals fur¬ 
nished to the Government or used by the 
Contractor In the performance of this con¬ 
tract In whole or In part on premises under 
the control of the Government shall have 
affixed to such containers in Conspicuous 
place applicable warning labels in substan¬ 
tially the same wording as Is set forth m 
Manual L-l published by the Manufacturing 
Chemists* Association. Inc., entitled "Warn¬ 
ing Labels." os In effect on the date of this 
contract. Information concerning any warn¬ 
ing label will be furnished to the Contractor 
by the Contracting Officer upon request The 
use of such labels shall be In addition to 
any other requirements of FcdcraJ, Slate uud 
local laws or regulations. 

1 1007.4050 Government bill of lad¬ 
ing. All contracts issued by Hq A MC of 
AMC field procurement activities which 
provide for delivery of supplies will con¬ 
tain the clause set forth in this section. 
Such contracts issued by other AF activ¬ 
ities may contain the clause set forth 
In this section or may contain a CiBL 
clause adapted to the particular con¬ 
tract. 

Government Bill or Ladino 

(a) When It Is provided in this contract 
that the supplies shall be delivered other 
than f. o. b. specified destinations, ship¬ 
ment (•) wUl be made on a Government BUI 
of Lading. The required number of » uctl 
OBL's will be furnished to the Contractor 
by the cognizant transportation activity* 
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Tixe Contractor ah all acknowledge receipt of 
Xhrup OBL'a in the manner prescribed. Aa 
fthipmcnU are made, the contractor shall 
prepare and distribute the applicable GBL's 
tn accordance with AMC Form 232, "Instruo 
tions for Completing Government Bills of 
Lading/* The Contractor also agree* that 
GBLs In excess of the requirements of this 
contract will be returned to the cognisant 
transportation activity within a reasonable 
tune after final shipment, 

SUBPAtT PP—CLAUSES FOR CONTRACTS ISSUED 

BY FOREIGN PROCUREMENT ACTIVITIES 

1 1007.4203 Special required clauses . 

1 1007.4203-1 Inconsistency between 
English version and translation of con¬ 
tract Contract* issued by foreign pro¬ 
curement activities may be published in 
another language as well os in English. 
In such cases, the contract will contain 
the following clause: 

Inconsistency Between English Version 
and Translation or Contract 

I \ the event of inconsistency between any 
terms of this contract and any translation 
thereof Into another language, the English 
language meaning shall control. 

f 1007.4203-2 Labor relations and 
standards. The following clause will be 
inserted in all contract* issued by a for¬ 
eign procurement activity: 

Labor Relations and Standards 

The provision* of this contract and the 
performance hereunder shall be subject to 
and in accordance with the laws of the 

Government of_and any 

political subdivision thereof, from time to 
time In effect, which govern the houra. 
wage*, labor relation* (Including cellcctlve 
bargaining), workmen's compensation, work¬ 
ing renditions, and other matters pertaining 
to labor. 

5 1007.4205 Variations and omissions 
of clauses. The words "United States** 
will be inserted before the word "Gov¬ 
ernment** wherever the latter word ap¬ 
pears in any clause, except where the 
word ' Government" refers to a different, 
nurned government. In the case of any 
Govcrnment-to-govemment contract, 
the word “Contractor" wherever it ap¬ 
pears in any clause will be replaced by 

the phrase *\-Government** 

with the name of the other contracting 
government inserted. The following in¬ 
structions will control the use of the 
clauses listed below in any contract is¬ 
sued by a foreign procurement activity. 
Bequests by foieign procurement activi¬ 
ties for deviation* from the content of 
clauses set forth in Chapter I of this 
title and this chapter, or from require¬ 
ments for their use, will be forwarded 
to the Commander, AMC, attn: MCPC. 
according to § 1001.109 of this chapter. 

4 1007.4205-1 Definitions . The clause 
contained in §7.103-1 of this title will 
Bot be inserted in the contract, but the 
following clause will be used in lieu 

thereof: 

DimmoNi 

A, ««) throughout thta contract the fol- 
ahall have the meaning* eat 

lorth below: 

<*) The term "Secretary" mean* the Sec- 
*** UEtlcr Secretory, or any Aaelatant 
wretary of the United State* military de- 
°° noeril *d: and the term "his duly 
boriatq representative” mean* any person 
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or pcrsoLi (other than the Contracting Offi¬ 
cer ) authorized to act for the Secretary. 

(b) The term "Contracting Officer" means 
the person executing this contract on behalf 
of the United States Governments or any 
other officer or clrUlan employee who la prop¬ 
erly designated a Contracting Officer; and 
the term includes, except a* otherwise pro¬ 
vided in this contract, the authorised rep¬ 
resentative of the Contracting Officer acting 
wtthln the limits of his authority. 

(c) The term "United State* Government” 
means the United States of America. 

(d) Except a* otherwise provided in this 
contract, the term "subcontracts" means 
any agreement, contract, subcontract or 
purchase order made by the Contractor with 
any other party in fulfillment of any part 
of this contract, and any Agreement, con¬ 
tract. subcontract or purchase order there¬ 
under. 

I 1007.4205-2 Changes. Whenever 
the clause contained in § 7.105-2 of thl* 
title Is to be used it may be varied by 
Inserting the following after "(ill) place 
of delivery" in the first sentence thereof: 
-<iv) place of inspection or acceptance; 
and (v> quantities of items on any spare 
parts list.** The period of 50 days within 
w hich any claim for adjustment must be 
asserted may be varied up to 60 days at 
the option of the contracting officer, 

S 1007.4205-5 Inspection. Whenever 
the clause contained in § 7.105-5 of this 
title is to be used, it may be varied by 
further denning the contractor's respon¬ 
sibility and liability in connection with 
‘•correction In place" where the items 
procured are destined for transshipment 
from the country of origin. 

§ 1007.4205-4 Responsibility for sup¬ 
plies. Whenever the clause contained 
in § 7.105-6 of this title 1* to be used, it 
may be varied by further defining the 
contractor’s responsibility and liability 
where the items procured are destined 
for transshipment from the country of 
origin. 

§ 10074205-5 Assignment of claims, 
(a) The clause contained in § 7.105-6 of 
this title, when used, will be used with¬ 
out deviation except that the last sen¬ 
tence of paragraph <a) will be omitted 
in all cases and the following inserted in 
lieu thereof: 

No assignment or reassignment made here¬ 
under aboil be valid or recognised unless 
made to an eligible trade bonk in accordance 
with the laws of the country wherein such 
bank ta located, os well a* the laws of the 
country whore payments are scheduled to 
be made hereunder. Further, auch assign¬ 
ment or reassignment shall be made in ac¬ 
cordance with aU applicable bilateral or 
multilateral Intergovernmental Agreements 
to which the United 8tatcs Government is a 
party. 

ib) At the discretion of the contract¬ 
ing officer, an assignment of claims 
clause may be entirely omitted from the 
contract. When the clause i* omitted, 
consideration should be given to includ¬ 
ing a clause prohibiting assignment of 
ctaims. 

§ 10074205-6 Additional bond se¬ 
curity. The clause contained in § 7.105-9 
of this title may be omitted from the 
contract at the discretion of the con¬ 
tracting officer if Initial bond security 1* 
not required. 
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§ 10074205-7 Federal. State, and 
local taxes. The clause set forth in 
§ 11401 of this title will not be inserted 
In the contract, but the clause set forth 
in § 1011.2002 of this chapter will be used 
in lieu thereof. 

§ 10074205-6 Disputes. Contracts 
issued by AMFPA and foreign procure¬ 
ment activities in the Far East will con¬ 
tain the clause set forth in § 7.103-12 of 
this title. Contracts issued by ail other 
foreign procurement activities will con¬ 
tain the following clause in lieu of the 
clause set forth in fi 7.103-12 of this title. 

Dtseunts 

Except os otherwise provided in this con¬ 
tract. any dispute concerning a question «f 
fact arising under this contract which la not 
disposed of by agreement shall be decided 
by the Contracting Officer, who shall reduce 
hi* decision to writing and mall or otherwise 
furnish a copy thereof to the Contractor. 
Within 30 days from the date of receipt of 
such oopy, the Contractor may appeal by 
mailing or otherwise furnishing to the t 
trading Officer a written appeal addressed 
to the Commander [name of major oversea 
command concerned |. and the decision of 
the said Commander, or hi* duly au¬ 
thorized representative (other than the Con¬ 
tracting Officer named In this contract) for 
the hearing of such appeal* shall, unless de¬ 
termined by a court of competent Jurisdic¬ 
tion to have been fraudulent, arbitrary, 
capricious, or so grossly erroneous as neces¬ 
sarily to Imply bad faith, or not supported 
by substantial evidence be final and con¬ 
clusive upon the parties hereto when the 
total amount claimed by the Contractor is 
$50,000 or less: Prorldcd, That, If no appeal 
Is taken, within the sold 30 days, the deci¬ 
sion of the Contracting Officer shall be final 
and conclusive. When the total amount 
claimed by the Contractor la more than $50.- 
000 the decision of the Commander (name of 
major command concerned], or hi* duly au¬ 
thorized representative shall be subject to 
further written appeal within 30 daya after 
receipt thereof by the Contractor to the 
Secretary of the Air Force and tho decision 
or the Secretary of the Air Force or hi* duly 
authorized representative for the hearing of 
such appeals shall. unless determined by a 
court of competent jurisdiction to have been 
fraudulent, arbitrary, capricious, or so grossly 
erroneous ns necessarily to Imply bad faith, or 
not supported by substantial evidence bo 
final aud conclusive; provided that. If no 
further appeal la taken, within the said 30 
days, the decision of the Commander [name 
of major oversea command concerned | or 
his duly authorized representative shall be 
final and conclusive. In connection with any 
appeal proceeding under this clause, the Con¬ 
tractor shall be afforded an opportunity to bo 
heard and to offer evidence In support of its 
appeal. Pending final decision of a dispute 
hereunder, the Contractor shall proceed 
diligently with the performance of the con¬ 
tract and in accordance with the Contracting 
Officer's decision. 

§ 10074205-9 Patent clauses— la) Re¬ 
porting of royalties. The clause set forth 
in f 9.110 of this title will not be used: 
however, according to the requirement* 
of § 9.110-2 of this title insert the clause 
set forth in that section. 

(b) Notice and assistance regarding 
patent infringement. While it 1* prefer¬ 
able to Insert the clause contained in 
§ 9.104 of this title, it may be omitted if 
serious objection I* interposed by the 
prospective contractor. 

(c) Patent indemnity. Although per¬ 
formance and delivery of a particular 
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contract are to take place outside the 
United States, its territories or posses¬ 
sions, if the contract indicates that the 
supplies called for by the contract are 
ultimately to be shipped into the United 
States, its Territories or possessions, the 
instructions of §§ 9,103-1, 9.103-2 or 
9.103-3 of this title as to inclusion of a 
Patent Indemnity clause are applicable, 
(See § 9.103 ib) of this UUe.) 

<d) Filina of patent applications. The 
clause set forth in { 0.106 of this title 
will not be used; however, according to 
the requirements of 5 9.106-1 of this title, 
insert the clause set forth in that section. 

5 1007.4205-10 Buy American Act. 
The clause contained in § 7.103-14 of this 
title may be omitted from the contract 
where the supplies procured are to be 
used outside the United States, its Ter¬ 
ritories and possessions. Foreign pro¬ 
curement of supplies which are to be 
shipped to the United States, its Terri¬ 
tories and possessions, comes under the 
provisions of the Buy American Act un¬ 
less specifically excepted therefrom by 
the Secretary of the Air Force, his duly 
authorized representative, or the provi¬ 
sions of the Act. 

$ 1007.4205-11 Comict labor. The 
clause contained in § 12.203 of this title 
will be omitted from the contract. 

% 1007 4205-12 Eight-hour law of 1912. 
The clause contained in § 12.303-1 of this 
title will be omitted from the contract. 

§ 1007.4205-13 Walsh-Healey Public 
Contracts Act. The clause contained in 
§ 12.604 of tills title will be omitted from 
the contract. 

§ 1007.4205-14 Nondiscrimination in 
employment. The clause contained in 
§ 12.802 of this title will be omitted from 
contracts to be performed outside the 
continental United States where no re¬ 
cruitment of workers within the conti¬ 
nental United Slates is involved. 

§ 1007.4205-15 Davis-Bacon Act. The 
clause contained in § 12.403-1 (a) of this 
title will be omitted from the contract. 

§ 1007.4205-16 Copeland Act. The 
clause contained in § 12.403-1 (e> of this 
title will be omitted from the contract, 

§ 1007.4205-19 Military security re¬ 
quirements. Paragraph <c> of the clause 
contained in 17.104-12 of this title will 
be omitted from the contract. 

§ 1007.4205-21 Inspection and audit . 
<a> The clause contained in § 1007.4023 
will be omitted from Govcmment-to- 
government contracts for purchases out¬ 
side the continental United States under 
the Mutual Defense Assistance Act of 
1949, as amended, and the Mutual Se¬ 
curity Act of 1951, as amended. 

<b> The clause contained in 
§ 1007.4023 may be omitted from Gov- 
ernment-to-private-producer contracts 
for purchases outside the continental 
United States under the Mutual Defense 
Assistance Act of 1949, amended, and the 
Mutual Security Act of 1951, as amended, 
upon a determination that such an 
omission is required by the circumstances 
of a particular situation. The authority 
to make such a determination for con¬ 
tracts to be issued by foreign procure¬ 


ment activities under their jurisdiction 
is vested in: 

<1) Commanders of oversea commands 
with power of redelegation to. but not 
lower than, the staff officers responsible 
for procurement in such commands. 

<2) Commander and Deputy Com¬ 
mander. Air Materiel Force. Pacific Area 
(AMFPA), with power of redelegntion to 
not lower than a staff officer responsible 
for procurement within AMFPA. 

(3) Commander and Deputy Comman¬ 
der. Air Materiel Force. European Area 
(AMFEA), with power of redclogation to 
not lower than a staff officer responsible 
for procurement within AMFEA. 

§ 1007.4205-22 Examination of records. 
The clause contained in f 7.104-15 of 
this title may be omitted from contracts 
for purchases outside the continental 
United States and under the Mutual De¬ 
fense Assistance Act of 1949, as amended, 
and the Mutual Security Act of 1951, as 
amended. 

§ 1007.4205-23 Records. Paragraphs 
(a) (2) through <6> and (b> of the 
clause contained in § 7.203-7 of this title 
may be omitted from contracts for pur¬ 
chases outside the continental United 
States under the Mutual Defense Assist¬ 
ance Act of 1949. as amended, and the 
Mutual Security Act of 1951, as amended. 

§ 1007.4205-24 United States officials 
not to benefit. The clause contained in 
§ 7.103-19 of this title will not be inserted 
in the contract, but the following clause 
will be used in lieu thereof: 

United States Officials Not To Benefit 

No member of or delegate to the Congress 
of the United States of America, or resident 
commissioner of the United States of Amer¬ 
ica shall be admitted to any share or part of 
this contract, or to any benefit that might 
arise therefrom; but this provision shall not 
be construed to extend to this contract If 
made with a corporation I or its general 
benefit. 

I 1007.4205-25 Domestic food . cloth¬ 
ing. cotton , spun silk yam for cartridge 
cloth , or wool. The clause set forth in 
( 7.104-13 of this title may be omitted 
from contracts made outside the United 
States in support of combat operations, 
emergency procurements, or procure¬ 
ments of perishable foods by establish¬ 
ments located outside the continental 
United States, except the Territories of 
Hawaii and Alaska, for the personnel 
attached thereto. 

f 1007.4205-26 Payments for Mutual 
Defense Assistance Program contracts. 
Where contracts under the Mutual De¬ 
fense Assistance Program are made, the 
following clause will be inserted: 

Funds and Exchange 

Payment under this contract will be made 

In United States dollars or In__ 

or In a combination of both, at the option 
«f the United States Government. When 

payment Is made in ._...___ _ 

the rate of exchange shaU be in accordance 
with the rate of exchange agreement between 
the Governments of the United States and 

----... in effect on the 

date of this contract. 

i 1007.4205-27 Price change. When¬ 
ever the foreign government may imposo 
mandatory changes in rates of wages or 


price of materials used in performing a 
fixed-price contract, the following clous* 
may be inserted: 

Price Change 

The Contractor represents that the pi!c«» 
set forth In this contract are baaed on \ wap? 
ratea) (material prices) ‘ established by th« 

Government of-and warrant* 

that such prices do not include any contin¬ 
gency allowance to cover possible lncrr.v«* 
thereof. If such (wage rates) (material 
prices) 1 are changed by that Governin':;t, 
the prices herein may be revised to tb# 
extent that the contractors' actual costa of 
performing this contract are. as a result of 
the change. (I) necessarily Increased or dn 
actually reduced. Either party may submit 
a written request for such price revision :o 
the other party within 80 days after tb* 
effective date of such change or within ruch 
further time as the contracting officer may 
allow. Such a request by the oontructor 
shall state the amount of such change and 
show In detail the amount by which contract 
prices are claimed to be affected. The part lev 
shall then promptly negotiate to establish 
the amount, if any. by which contract prices 
shall be revised. The contractor shall rook# 
available to the contracting officer at ull 
reasonable times Its books and records per¬ 
taining to the original prices and perform¬ 
ance of the contract. If the partis ore 
unable to agree upon the price revision, tbs 
contracting officer shall make, and trar^mtt 
to the contractor, a written determination 
of the revision if any, which is to be made. 
Any price revision negotiated by the parties, 
or determined by the contracting officer, pur¬ 
suant to thla clause shall be set forth in on 
amendment to this contract. Nothing in 
this clause shall excuse the contractor from 
proceeding with the contract la accordance 
with Its terms. 

§ 1007.4206 Construction contracts; 
cover sheet. Construction contracts, as 
defined in § 16.400 of this title, issued by 
foreign procurement activities for work 
to be performed in foreign countries will 
contain n cover sheet in substum<Hliy 
the following format: 

Construction Contract 

United States Am Fontc 

Contract No_____ 

Dote of Contract____ 

Name and address of contractor .. 

Check appropriate box: 

D Individual. 

C Partnership. 

□ A corporation organised and existing un¬ 
der the laws of. 

Contract for (work to be performed)__ 

Place......... 

Amount of contract__ 

Administrative data... 

(If the contract results from negotiation* 
a reference to the subsection of the Armed 
Services Procurement Act of 1947 which au¬ 
thorised such negotiation shall be inserted 
here. In addition to any other administra¬ 
tive data.) 


This contract, entered into this date by 
the United States of America, hereinafter 
called the United States Government, rep¬ 
resented by the Contracting Officer executing 
this contract, and the Individual, partner¬ 
ship or corporation named above, herslnofirf 
called the Contractor, witnesseth that tbe 
parties hereto do mutually agree as follow*: 

Statement of work. The Contractor shill 
furnish labor, equipment and materials 
perform the work above deecribed for th« 
amount stated above In strict accordance 


1 If only one term Is appropriate, delete tbs 
other terra. 
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Witt! tbc General and Special Provisions, 
specifications. schedules. drawings and con¬ 
ditions all of which ore made a part hereof 
and designated as follows: 

<Hrre describe the entire contents of the 
contract, e. g., specifications, schedules, 
drawings and conditions and enumerate the 
clauses comprising the General and Special 
Provisions.) 

Work 'hall be started.-.- 

Work shall be completed --- 

In wUne*« whereof, the parties hereto have 
executed this contract as or the date en¬ 
tered herein above. 

Ths United States or Amuica, 

By- 


(Official title) 
Cownucroa. 


By 


(Nome of contractor) 


(Signature) 


(Title) 

I 1007.4207 Construction contracts . 
general provisions. Construction con¬ 
tracts. as defined in 8 16.400 of this title. 
Issued by foreign procurement activities 
for work to be performed In foreign 
countries will contain the following 
clauses with the words “United States** 
inserted before the word “Government" 
wherever the latter word appears In any 
clause. These clauses collectively will 
be entitled “General Provisions/* 

I 1007.4207-1 Labor relations and 
standards. Insert the clause set forth in' 
1 1007,4203-2. 


1 1007.4207-2 Definitions. Insert the 
clause set forth In 8 1007.4205-1. 

8 1007.4207-3 Changes. 

Chances 


The Contracting Officer may at any time, 
bjr a written order, and without notice to the 
sureties, make changes In the drawing of 
specification* of this contract and within the 
general scope thereof. If such changes cause 
sn Increase or decrease In the amount due 
under this contract, or in the time required 
for it* performance, an equitable adjustment 
shah be made and the contract shall be 
modified in writing accordingly. Any claim 
of the Contractor for adjustment under this 
clause must be asserted in writing within 
thirty days from the date of receipt by Jio 
Contractor of the notioe of change: Provided, 
ho irecer. That the Contracting Officer, If he 
decides that the facts Justify such action, 
msy receive and consider, and adjust any 
such claim asserted at any time prior to the 
date of final settlement of the-contract. If 
the ponies fall to agree upon the adjustment 
to be made the dispute shall be determined 
os provided In the clause of this contract 
entitled “Disputes.** But nothing provided In 
this clause shall excuse the Contractor from 
proceeding with the prosecution of the work 
u c hanged. Except as otherwise herein 
provided, no charge for any extra work or 
material will be allowed. 

8 1007 4207-4 Changed conditions. 


Chanced Conditions 

The Contractor »h»U promptly, and befoi 
«ich condition, ore disturbed. notify tt 
ES*”?.*!?* OflteM In writing of: (D aubaui 
,T 1 ° r “tent phy.lcal condition* at the all 
—“WfaH materially from theme indicated 1 
tinnf°?«? ct,or ^ Unknown physical cond 
ln/Ml t . th ? of * n Ununial nature, tllflci 
^ materially from those ordinarily et 
countered and generally recognized a, li 


hering In work of the character provided for 
In this contract. The Contracting Officer 
shall promptly Investigate the conditions, 
and If he finds that such conditions do so 
materially differ and cause an Increase or 
decrease in the cost of. or the time required 
for. performance of this contract, an equi¬ 
table adjustment shall be made and the con¬ 
tract modified In writing accordingly. Any 
claim of the Contractor for adjustment here¬ 
under shall not be allowed unless he has 
given notice as abovo required: Provided . 
That the Contracting Officer may. If he de¬ 
termines the facts so Justify, consider and 
adjust any such claim asserted before the 
date of final settlement of the contract. If 
the parties fall to agree upon the adjustment 
to be made, the dUpute shall be determined 
as provided In the clause of this contract 
entitled "Disputes/* 

8 1007.4207-5 Inspection. 

Inspection 

(a) Except os otherwise provided In para¬ 
graph <d) hereof, all material and workman¬ 
ship. if not otherwise designated by the spec¬ 
ifications, shall be subject to Inspection, 
examination and test by the Contracting 
Officer at any and all reasonable times during 
manufacture or construction and at any and 
all places where such manufacture or con¬ 
struction Is carried on. The United States 
Government shall have the right to reject 
defective material and workmanship or to 
require its correction. Rejected workman¬ 
ship shall be satisfactorily corrected and re¬ 
jected materials shall be satisfactorily re¬ 
placed with proper material without charge 
therefor, and the Contractor shall promptly 
segregate and remove the rejected material 
from the premises. If the Contractor falls to 
proceed at once with the replacement of re¬ 
jected material or tho correction of defective 
workmanship, the United States Government 
may, by contract or otherwise, replace such 
material or correct such workmanship and 
charge the cost thereof to the Contractor, or 
may terminate the right of the Contractor to 
proceed as provided In the clause of this con¬ 
tract entitled 'Termination for Default— 
Damages for Delay—Time Extensions." the 
Contractor and surety being liable for any 
damage to the same extent as provided in said 
clause for terminations thereunder. 

<b) The Contractor shall furnish promptly 
without additional charge, all reasonable 
facilities, labor and materials necessary for 
the safe and convenient Inspection and test 
that may be required by the Contracting 
Officer. All inspection and tests by the 
United States Government shall be per¬ 
formed in such manner as not to unduly 
delay the work. 8pec!al. full sire, and per¬ 
formance tests shall be as described In the 
specifications. The Contractor shall be 
charged with any additional cost or inspec¬ 
tion when material and workmanship are 
not ready at the time inspection is requested 
by the Contractor. 

(c) Should it be considered necessary or 
advisable by tho United States Government 
at any time before final acceptance of the 
entire work to make an examination of work 
already completed, by removing or tearing 
out same, the Contractor shall upon request 
promptly furnish all necessary facilities, la¬ 
bor and material. If such work Is found to 
be defective or nonconforming in any ma¬ 
terial respect, due to fault of the Contractor 
or Us subcontractors. It shall defray all the 
expenses of such examination and of satis¬ 
factory reconstruction. If. however, such 
work 1* found to meet the requirements of 
the contract, the actual direct cost of labor 
and material necessarily Involved in the 
examination and replacement, plus 15 per¬ 
cent. shall be allowed the Contractor and he 
shall. In addition. If completion of the work 
has been delayed thereby, be granted a suit¬ 
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able extension of time on account of tho 
additional work Involved. 

(d) Inspection of material and finished 
articles to be Incorporated in the work at 
the site shall be mode at the place of pro¬ 
duction. manufacture or shipment, when¬ 
ever the quantity Justifies It. unless other¬ 
wise stated In the specifications; and such 
inspection and written or other formal ac¬ 
ceptance. unless otherwise stated In the 
specifications, shall be final, except as re¬ 
gards latent defect*, departures from specific 
requirement* of the contract, damage or loss 
In transit, fraud or such gross mistakes as 
amount to fraud. Subject to the require¬ 
ments contained in the preceding sentence, 
the Inspection of material and workmanship 
for final acceptance its a whole or in part 
shall be mude at the site. Nothing con¬ 
tained In this paragraph (d) shall in any 
way restrict the United States Government's 
rights under any warranty or guarantee. 

8 1007.4207-6 Payments to contrac¬ 
tors. 

Payments to Contsactoob 

(a) Unless otherwise provided In the spec¬ 
ifications. partial payments will be made us 
the work progresses at the end of each calen¬ 
dar month, or as soon thereafter os practi¬ 
cable. or at more frequent intervals as deter¬ 
mined by the Contracting Officer, on esti¬ 
mates made and approved by the Contracting 
Officer. In preparing estimates, the material 
delivered on the site and preparatory work 
done may be taken Into consideration. 

(b) In making such partial payments 
there shall be retained 10 percent on the 
estimated amount until final completion and 
acceptance of nil work covered by the con¬ 
tract: Provided, however. That the Contract¬ 
ing Officer, at any time after 50 percent of 
the work has been completed, If he finds 
that satisfactory progress is being made, may 
make any of the remaining partial payments 
in full: And provided further , That on com¬ 
pletion and acceptance of each separate 
building, public work or other division of 
the contract, on which the price is stated 
separately In the contract, payment may bo 
made In full. Including retained perccntngo 
thereon, less authorized deductions. 

(c) All material and work covered by 
partial payments made shall thereupon be¬ 
come the sole property of the United States 
Government, but tftis provision shall not bo 
construed as relieving the Contractor from 
tho sole responsibility for all materials and 
work upon which payments have been made 
or the restoration of any darhaged work, or 
as a waiver of the right of the United States 
Government to require the fulfillment of all 
of the terms of the contract. 

(d) Upon completion and acceptance of 
all work required hereunder, the amount dua 
the Contractor under this contract will be 
paid upon the presentation of a properly 
executed and duly certified voucher therefor, 
after the Contractor shall have furnished the 
United States Government with a release. 
If required, of all claims against the United 
States Government arising under and by 
virtue of this contract, other than such 
claims. If any. as may be specifically exceptod 
by the Contractor from the operation of the 
release in stated amounts to be set forth 
therein. If the Contractor's claim to 
amounts payable under the contract has 
been assigned, a release may also be required 
of the assignee, at the option of the Con¬ 
tracting Officer. Final payment will be 
withheld until clearance has been obtained 
from the Air Provost Marshal of the Air 
Force Base or other Installation concerned 
with respect to security matters including 
the delivery of all identification insignia 
such as posses and auto decals issued to Con¬ 
tractor's personnel for use in the perform¬ 
ance of this contract. 
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ft 1007.4207-7 Taxes. Insert the ap¬ 
propriate clause set forth In ft 1011.2002 
of this chapter, 

ft 1007.4207-8 Notice and assistance 
regarding patent infringement . Insert 
the clause set forth In ft 0.104 of this title, 
unless serious objection is interposed by 
the prospective contractor. 

ft 1007.4207-9 Termination for de¬ 
fault—Damages for delay—Time exten¬ 
sions. 

Tex min ati on row. Default — Damages row 
Delay—T mz Extensions 

(») IT the Contractor refuses or falls to 
prosecute the work, or any separable part 
thereof, with such diligence aa will Insure 
its completion within the time specified in 
til la contract, or any extension thereof, or 
falls to complete said work within such time, 
the United States Government may, by writ¬ 
ten notice to the Contractor, terminate Its 
right to proceed with the work or ouch part 
of the work as to which there has been de¬ 
lay. In such event the United States Gov¬ 
ernment may take over the work and 
prosecute the same to completion, by con¬ 
tract or otherwise, and the Contractor and hla 
sureties shall be liable to the United States 
Government for any excess cost occasioned 
the United States Government thereby, and 
for liquidated damages for delay, as fixed 
In the specifications or accompanying papers, 
until such reasonable time as may be re¬ 
quired for the final compleUon of the work, 
or If liquidated damages are not to fixed, 
any actual damages occasioned by such de¬ 
lay. If tlie Contractor’s right to proceed 
la so terminated, the United States Govern¬ 
ment may take possession of and utilize In 
completing the work such material, ap¬ 
pliances. and plant as may be on the site of 
the work and necessary therefor. 

(b' If the United States Government does 
not terminate the right of the Contractor 
to proceed, as provided In paragraph (a) 
hereof, the Contractor shall continue the 
work, in which event he and Ms sureties 
shall be liable to the United States Govern¬ 
ment, in the amount set forth In the specifi¬ 
cations or accompanying papers, for fixed, 
agreed, and liquidated damages for each cal¬ 
endar day or delay until the work la com¬ 
pleted or accepted, or If liquidated damages 
are not so fixed, any actual damages occa¬ 
sioned by such delay. 

(c) The right of the Contractor to pro¬ 
ceed shall not be terminated, aa provided In 
paragraph (a) hereof, nor the contractor 
charged with liquidated or actual damage*, 
as provided in paragraph (b) hereof because 
of any delays In the completion of the work 
due to unforeseeable causes beyond the con¬ 
trol and without the fault or negligence of 
the Contractor, including, but not restricted 
to, acta of God. or of the public enemy, acts 
of the United States Government, in either 
1U sovereign or contractual capacity, acta of 
another contractor In the performance of a 
contract with the United States Government, 
fires, floods, epidemics, quoranUne restric¬ 
tions, strikes, freight embargoes, and unusu¬ 
ally severe weather, or delays of subcon¬ 
tractors or supplies due to such causes: Pro- 
ridrd. That the Contractor shall within 10 
days from the beginning of any such delay, 
Uoleas the Contracting Officer shall grant a 
further period of time prior to the date of 
final settlement of the contract, notify the 
Contracting Officer in writing of the causes 
of delay. The Contracting Officer shall ascer¬ 
tain the facts nnd the extent of the delay 
and extend the timo for completing the work 
when In his Judgment the findings of fact 
justify such an extentlon, and his findings 
of fact thereon shall be final and conclusive* 
on the parties hereto, subject only to appeal 
as provided In the clause hereof entitled 
“Disputes/* 


ft 1007.4207-10 Disputes. Insert the 
clause set forth in ft 1007.4205-8 as para¬ 
graph (a) and add thereto the following 
as paragraph (b) in all construction 
contracts: 

(b) Notwithstanding the provisions of this 
clause, the Contractor shall have such right 
of appeal to the United 8talcs Court of 
Claims as is provided by any applicable ap¬ 
propriation or other act of the United States 
of America. 

5 1007.4207-11 United States officials 
not to benefit. Insert the clause set forth 
in ft 1007.4205-24. 

ft 1007.4207-12 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in ft 7.102-20 of this title. 

ft 1007.4207-13 Termination for con - 
Vfcnicncc of the United States Govern¬ 
ment. Insert the clause set forth in 
ft 8.703 of this title. 

5 1007.4207-14 Notice to the United 
States Government of labor disputes. 
Insert the clause set forth in ft 7.105-3 of 
this title. 

ft 1007.4207-15 Specifications end 
drawings. 

Specifications and Drawings 

The Contractor shall keep on the work a 
copy of the drawings and specifications and 
shall at all times give the Contracting Officer 
access thereto. Anything mentioned In the 
specifications and not shown on the draw¬ 
ings, or shown on the drawings and not 
mentioned In the specifications, shall be of 
like effect as if shown or mentioned in both. 
In case of difference between drawings and 
specifications, the specifications shaU govern. 
In any case of discrepancy either In the 
figures, in the drawings, or In the specifica¬ 
tions, tho matter shall be promptly sub¬ 
mitted to the Contracting Officer, who shall 
promptly make a determination thereof in 
writing. Any adjustment by the Contractor 
without this determination shall be at Its 
own risk and expense. The Contracting 
Officer shall furnish from time to time such 
detail drawings and other information as he 
may consider necessary, unless otherwise 
provided. 

ft 1007.4207-13 Materials and work¬ 
manship. 

Materials and Workmanship 

Unless otherwise specifically provided for 
in the specifications, all equipment ma¬ 
terials and articles incorporated in the work 
covered by this contract are to be new and 
of the most suitable grade of their respec¬ 
tive kinds for the purpose and all workman¬ 
ship shall be first class. Where equipment, 
materials, or articles are referred to In the 
specifications aa “equal to** any particular 
standard, the Contracting Officer shaU de¬ 
cide the question of equality. The Contrac¬ 
tor shall furnish to the Contracting Officer 
for his approval the name of the manu¬ 
facturer of machinery, mechanical and other 
equipment which he contemplates Incor¬ 
porating In the work, together wlUi their 
performance capacities and other pertinent 
Information. When required by the specifi¬ 
cations. or when called for by the Contract¬ 
ing Officer, the Contractor shall furnish the 
Contracting Officer for approval full infor¬ 
mation concerning the materials or articles 
which he contemplates Incorporating In the 
work. Samples of materials shall be sub¬ 
mitted for approval when so directed. Ma¬ 
chinery. equipment, materials and articles 
installed or used without such approval shall 
be at the risk of subsequent rejection. The 


Contracting Officer may In writing rcquirs 
the Contractor to remove from tho W'irfc 
such employees aa tha Contracting Officer 
deems Incompetent, careless. lnsubonili;> 
or otherwise objectionable, or whose con- 
tinued employment on the work Is deeimd 
by the Contracting Officer to be contrary to 
the public interest. 

ft 1007.4207-17 Superintendence by 
Vie contractor. 

SumiNixNnrNCE by th* Contracts* 

The Contractor shall give his personal 
superintendence to the work or have a com¬ 
petent foreman or superintendent, satis¬ 
factory to the Contracting Officer, on the 
work at all times during progress, with 
authority to act for him. 

ft 1007.4207-18 Permits and responsi¬ 
bility for work . etc . 

Fermjys and RxaroM5»ELXTY row Work, Fra 

The Contractor shall, without additional 
expense to the United Slates Governim nt. 
obtain all licenses and permits required for 
the prosecution of the work. The Contrac¬ 
tor shall be responsible for all damages to 
persons that occur as a result of hU fault 
or negligence In connection with the prose¬ 
cution of tho work. The Contractor shall 
also be responsible for all materials delivered 
nnd work performed until oompletlon And 
final acceptance, except for any completed 
unit thereof which theretofore may bars 
been AnaUy accepted. 

ft 1007.4207-19 Other contracts. 

Other Contract* 

The United States Government may un¬ 
dertake or award other contracts for addi¬ 
tional ‘work, and the Contractor ah all fully 
cooperate with such other contractors and 
United States Government employees end 
carefully fit Its own work to such additional 
work as may be directed by the Contracting 
Officer. The Contractor shall not commit nr 
permit any act which will Interfere with 
tho performance of work by any other con¬ 
tractor or by United States Government 
employee*. 

$ 1007.4207-20 Loading and unloading 
cars . Insert the clause set forth in 
ft 1007.3103-7. 

ft 1007.4207-2 Accident prevention. 

Accident Prevention 

In order to protect the life and health of 
employee* In the performance of this con¬ 
tract, the Contractor will take or cauoc to be 
taken such safety measures aa the Con¬ 
tracting Officer may determine to be rea¬ 
sonably necessary lor this purpose. The 
Contractor will maintain an accurate record 
of and will report to the Contracting Officer 
la the manner and on the form* prescribed by 
the Contracting Officer, All case* of death, oc¬ 
cupational disease nnd traumatic Injury 
arising out of or In the oourac of employment 
on work under this contract. The Contract¬ 
ing Officer will notify the Contractor of any 
non-compliance with these provisions and the 
action to be taken. The Contractor shall, 
after receipt of such notice, immediately cor¬ 
rect the conditions to which attention ha* 
been directed. Such notice, when served on 
the Contractor or his representatives st the 
site of the work, shall be deemed sufficlcn* for 
the purpose aforesaid. If the Contractor roil* 
or refuses to comply promptly, the Contract¬ 
ing Officer may issue an order stopping all or 
part of the work. When satisfactory correc¬ 
tive action 1* taken, a start order will be is* - 
sued. No part of the time last due to any 
such stop order shall be made the subject 
of claim for extension of time or for excess 
costa or damage* by the Contractor. 
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i 1007.4207-22 Delivery. 

V oimr 

XJnlcm otherwise provided In this contract. 
®ll materials to be furnished by the contractor 
*bnll be delivered to the United States Gov¬ 
ernment f. o. b. alto of tire work. 

{ 1007.4207-23 Gratuities. Insert the 
clause set forth in 9 7.104-16 of this title. 

} 1007.4208 Construction contracts: 
general provisions to be used when 

applicable . 

8 1007.4208-1 Inconsistency between 
English version and translation of con¬ 
tract If the contract is published in an¬ 
other language os well as in English, In¬ 
sert the clause set forth in 5 1007.4203-1. 

f 1007.4208-2 Patient indemnity . Ac¬ 
cording to the requirements of 5 9.103 of 
this title, insert the appropriate clause 
set forth In that paragraph, modified to 
cover both United States patents and 
patents of the country wherein the pro¬ 
curement is to be accomplished: however, 
i! the prospective contractor will not ac¬ 
cept coverage of United States patents, 
it will be permissible to cover only patents 
of the country wherein the procurement 
b to be accomplished. If the prospective 
contractor will not accept a contract con¬ 
taining the Patent Indemnity clause and 
if the supplies to be furnished by that 
supplier are necessary and unobtainable 
from other source, the clause may be 
omitted. 

! 1007.4208-3 Reporting of royalties . 
According to the requirements of 
19.110-2 of this title, insert the clause 
set forth in that section. 

1 1007.4208-4 Examination of records. 
According to the requirements of 9 7.104- 
15 of this title, insert the clause set 
forth in that paragraph. This clause 
may be omitted from contracts for pur¬ 
chases outside the continental United 
States under the Mutual Defense Assist¬ 
ance Act of 1949. as amended, and the 
Mutual Security Act of 1951. os amended. 

I 1007.4208-5 Government-furnished 
property. According to the require¬ 
ments of 9 13.502 of this title. Insert the 
clause required by 9 1007.3103-5. 

? 1007 4208-6 Approval of subcon - 
tracts. If the contract price is in excess 
of $2,000. insert the clause set forth in 
I 1007.3104-2. 

9 1007.4209 Construction contracts ; 
additional general provisions. The fol¬ 
lowing clauses may be inserted when 
necessary or desirable to cover the sub¬ 
ject matter contained In such clauses. 

9 1007.4209-1 Assignment of claims. 
According to Instructions In 9 1007.4205- 
5. the clause referred to therein may be 

inserted. 

I 1007.4209-2 Additional bond secu - 
Ht V' The clause set forth in 9 7.103-9 
of this title may be inserted if there is 
an initial requirement for bond security 

1 1007.4210 Construction contracts ; 
special provisions . (a) Insert the special 
provisions as set forth in 9 1007.3106. ex¬ 
cept that the following special provisions 
b* omitted: 1-08. Standard Test, 
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Quality and Guarantees: 1-09. Preserva¬ 
tion of Existing Vegetation: 1-18, Shop 
Drawings; 1-20. Domestic Articles; 1-21, 
Rates of Wages. Contracting officers 
may omit any of the other special pro¬ 
visions set forth in § 1007.3106, that can¬ 
not be complied with because of local 
conditions. In all of these special pro¬ 
visions the words “United States" will 
be inserted before the word “Govern¬ 
ment" whenever the latter word appears. 

<b) Additional special provisions may 
be Inserted according to the necessities 
of the construction work called for by 
the contract, provided that no clauses 
contained in Chapter I of this title and 
this chapter will be Included in such spe¬ 
cial provisions. Additional special pro¬ 
visions will be prepared by the air instal¬ 
lations office. 

SUBPART QO—CLAUSES FOR FIXED-PRICE AR¬ 
CHITECTURAL ENGINEERING SERVICE CON¬ 
TRACTS 

5 1007.4301 Statutory authority and 
restrictions. Contracts for architectural 
engineering services will be made pur¬ 
suant to the authority of Public Law 
600 (79th Congress). Public Law 413 
(80th Congress), and the applicable sec¬ 
tion of the current Appropriation Acts. 
Each of these laws will be cited on the 
cover page of the contract. The total 
amount paid the contractor, including 
its profit (fee) for the production and 
delivery of designs, plans, drawings, and 
specifications for specific ptabllc works or 
utilities projects, will not exceed 6 per¬ 
cent of the predetermined estimated cost, 
exclusive of fees, of the project to which 
the architect-engineer work is applicable. 

5 1007.4303 Required clauses. The 
following clauses will be inserted in all 
contracts for architectural engineering 
services. 

5 1007.4303-1 Definitions. Insert the 
clause set forth In ! 7.103-1 of this title. 

9 1007.4303-2 Changes. Insert the 
Clause set forth In § 1007.4025. 

9 1007.4303-3 Default. Insert the 
clause set forth in 9 7.103-11 of this title. 

5 1007.4303-4 Disputes. Insert the 
clause set forth in 9 7.103-12 of this title. 

9 1007.4303-5 Termination for the 
convenience of the Government. Insert 
the clause set forth in 9 1007.2103-16. 

9 1007.4303-6 Officials not to benefit. 
Insert the clause set forth in 9 7.103-19 
of this title. 

8 1007.4303-7 Assignment of claims. 
Insert the clause set forth in 9 7.103-8 
of this title, but see 9 1007.103-80. 

9 1007.4303-8 Eight-hour law of 
1912. Insert the clause set forth in 
9 12.303-1 of this title. 

9 1007.4303-9 Convict labor . Insert 
the clause set forth in 9 12.203 of this 
title. 


9 1007.4303-10 Nondiscrimination in 
employment. Insert the clause set forth 
in 9 12.802 of this Utle. 

9 1007.4303-11 Covenant against con¬ 
tingent fees. Insert the clause set forth 
in 9 7.103-20 of this tiUe. 
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9 1007.4303-12 Renegotiation. Insert 
the clause set forth in 9 7.103-13 of this 
title. 

ft 1007.4303-13 Gratuities. Iasert the 
clause set forth in 9 7.104-16 of this title, 

9 1007.4303-14 Examination of rec¬ 
ords. Insert the clause set forth In 
9 7.104-15 of this title and add thereto 
the paragraph (O set forth in 
9 1007.104-15. 

9 1007.4303-15 Subcontracts. Insert 
the clause set forth in 9 1007.4030. 

9 1007.4303-16 Special reproduction 
rights. Insert the clause set forth in 
9 9.112 of this Utle. 

9 1007 4303-17 Copyright . According 
to the requirements of Subpart B. Part 9. 
of this title and Subpart B. Part 1009. of 
this chapter, insert the clause set forth 
in 9 9.202 of this title. 

9 1007.4303-18 Buy American act. In¬ 
sert the clause set forth In 9 7.103-14 of 
this Utle. 

9 1007.4303-19 Release of information . 
Insert the following clause: 

Rin .ease or Information 

The Contractor agree* not to divulge or 
release any Information developed or ob¬ 
tained In connection with performance of 
this contract concerning the details of per¬ 
formance of till* contract or any possible 
construction based on the result* thereof 
(including but not limited to plans, speci¬ 
fications, location, time or estimated cost of 
construction), except to authorized Govern¬ 
ment personnel or upon the prior written ap¬ 
proval of the Contracting Officer. 

9 1007.4303-20 Approval of contract. 
Insert the clause set forth in 9 7.105-2 of 
this title. 

9 1007.4304 Clauses to be used when 
applicable. 

9 1007.4304-1 Alterations in Contract. 
According to instructions for use in 
9 1007.105-1. insert the clause set forth 
in 9 7.105-1 of this Utle. 

9 1007.4304-2 Reports. Insert the 
following clause in all contracts of more 
than 6 monUis* duration. This clause 
may be inserted in contracts of less than 
6 months* duration when special circum¬ 
stances make inclusion desirable. 

Reposts 

During the life of thl* contract tjia Con¬ 
tractor ahull submit to the Contracting Of¬ 
ficer. by the 10th day of each calendar month, 
a report of the work accomplished In per¬ 
formance of this contract during the pre¬ 
ceding calendar month. These reports shall 
be in auch detail a* the Contracting Officer 
may reasonably require to enable accurate 
valuation of the Contractor's progress in 
performance of this contract. 

9 1007.4304-3 Preparation of specifi¬ 
cations. Insert the following clause in 
all contracts calling for the furnishing of 
specifications by the contractor: 

Preparation or Specifications 

If specifications are called for under the 
terms of this contract, the Contractor shall 
make reference to applicable Federal speci¬ 
fications. If available, for Items and materials 
to be used. If Federal specifications are not 
available, the contractor shall referenoe 
specifications prepared by recognised pro¬ 
fessional manufacturer or construction so- 
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detlea. or furnish description* of the Item* 
nr material* containing ail the fundamental 
properties and all the essential requirements 
to be met by the Items or materials. When 
au‘Item or material cannot be described be¬ 
cause of Its technical construction or com¬ 
position or because It Is a proprietary Item, 
the name of one. and If available. several, 
suitable commercial products shall be in¬ 
cluded as part of the required description, 
followed by the words ~or equal.*• If It Is 
determined that one and only one brand 
of Item or material will meet the require¬ 
ment. the Contractor shall so state and shall 
give full justification for that determination. 

5 1007.4304-4 Military security re¬ 
quirement . According to the require¬ 
ments of i 7.104-12 of this title, insert 
the clause set forth in that section. 

5 1007.4303 General . Any other 
clause authorized by chapter I of this 
title or this chapter, according to in¬ 
structions for use. may be used when 
necessary to cover the subject matter 
contained in such clause. 

4 1007 4306 Required schedule provi¬ 
sions . The schedule will contain, among 
other statements, the following provi¬ 
sions, to be completed with appropriate 
Information. 

4 1007.4206-1 Preliminary recitation 

(without titleK 

It has been determined that the work and 
services called for hereunder will be advan¬ 
tageous to the national defense, and that the 
existing facilities of the Department of the 
Air Force are not adequate to perform such 
services. 

4 1007.4306-2 Part J — Statement of 

services. 

Part I— Statement or Services 

(a) The Contractor shall furnish and 
supply to the Government architectural en¬ 
gineering services necessary for the accom¬ 
plishment and delivery of plans, specifica¬ 
tions. drawings, design analysis, cost esti¬ 
mates, and such other work as Is specified in 
the Statement of Work set forth in Exhibit 
•'A/* attached hereto, and made a part hereof. 

<b) The services shall be performed by 
personnel qualified professionally and other¬ 
wise for the work called for. 

4 1007.4306-3 Part I!—Consideration 
and payment. 

Past II— Consideration and Payment 

The Government will pay the Contractor 
Upon the satisfactory performance of work 
and services, and upon the submission of 
properly certified invoices or vouchers, ap¬ 
proved by the Contracting Officer, as full pay¬ 
ment for all of the work called for hereunder, 

a total sum of-—— dollars ($.), 

payable as follows: 

4 1007.4306—4 Part III—Period of per¬ 
formance. 

Past III— Pewod or Performance 

The period of performance of the work and 
services called for hereunder abaii be: 

4 1007.4306-5 Part IV — Inspection, de¬ 
livery. and acceptance. 

Past IV— Inspection. Delivery, and 
Acceptance 

The work called for hereunder, as well as 
the Contractor's books, records, and place 
of business, related to the performance of 
this contract, shall, at all reasonable times, 
be subject to Inspection by the Contracting 

Officer. Delivery shaU be made to ... 

at--which Is designated as the 


place for final Inspection and acceptance by 
the Government. 

4 1007.4307 Schedule provisions to be 
used when applicable. 

4 1007.4307-1 Transportation reim¬ 
bursement. If the contract provides for 
the reimbursement of actual cost of 
transportation as a separate item, the 
clause set forth in 4 1007.4306-3 will be 
designated "<a > M and the following para¬ 
graph (b> added: 

(b) The additional sum of__dollars 

(6 -) has been allotted to this contract 

to reimburse the Contractor for the cost of 
transporting personnel necessary to perform 
the contract. Reimbursement for the actual 
coat therefor shall be made upon the sub¬ 
mission of properly certified invoices and 
other evidence satisfactory to the Contract¬ 
ing Officer. 

4 1007.4307-2 Option for inspection 
services. Insert the following clause In 
all contracts in which it Is desired to 
obtain an option for inspection services: 

Option rom Inspection 3esvices 

(a) The Contractor agrees, at the option 
of the Government, to perform the construc¬ 
tion inspection services covering any portion 

\ or all of the construction which may result 
from work based on the Statement of Work 
set forth In this contract. 

(b) The Contractor shall utilise the cate¬ 
gories of personnel set forth In paragraph 
<d) below in the performance of such inspec¬ 
tion services. Other types of personnel shall 
not be utilised by the Contractor except with 
the prior approval of the Contracting Ofilcer. 
AU personnel shall be qualified professionally 
and otherwise far their work. 

(c) This option will remain In efiect dur¬ 
ing the Government fiscal year in which 
this contract is made and also the succeed¬ 
ing fiscal year. 

(d) The categories of personnel, the maxi¬ 
mum monthly rate and the maximum daily 
rate which shall apply for services for less 
than a full month cue as follows: 

Category of personnel 


Monthly rate 


Daily rate 


(e) The exercise of this option shall be 
evidenced by a supplemental agreement to 
this contract which will Include the esti¬ 
mated maximum amount and other provi¬ 
sions that may be necessary to carry out such 
services. 

SUBPART RR—CLAUSES FOR TEACHER 
CONTRACTS 

4 1007.4403 Required clauses . The 
following clauses w'iil be inserted in all 
contracts for teachers. 

4 1007.4403-1 Definitions. Insert the 
clause set forth In 4 7.103-1 of this title, 
omitting subparagraph <c>. 

4 1007.4403-2 Assignment of claims. 
Insert the clause set forth in 4 7.503-3 of 
this title. 

4 1007.4403-3 Disputes. In§£rt the 
clause set forth In 4 7.103-12 of This title. 

4 1007.4403-4 Officials not to benefit. 
Insert the clause set forth In 4 7.103-19 of 
this title, omitting the final clause which 
begins, **but this provision . . 

4 1007.4403-5 Covenant against con¬ 
tingent fees. Insert the clause set forth 
In 5 7.103-20 of this title. 


4 1007.4403-6 Termination for corj- 
venience of the Government . Insert the 
clause set forth in 4 1008.751 of this 
chapter. 

4 1007.4403-7 Subcontracts. Insert 
the clause set forth in 4 1007.503-50. 

4 1007.4403-8 Change in rate of pay. 
Insert the following clause: 

Chance in Rate or Pat 

The rate of pay for services herein provided 
Is comparable to the rate of pay for similar 
services paid by nearby school districts of 
the 3tate In which this contract Is to be per- 
formed. In the went such nearby districts 
increase or decrease the rate of pay for such 
services during the period of this contract, 
the rate of pay for this contract may be pro¬ 
portionately adjusted and the contract 
amended accordingly. No suah adjustment 
shall be made unless and until the oognizunt 
Area Field Representative of the U. 8. Office 
of Education certifies to the Justification of 
such change In the comparable rates of pay. 
Any adjustment hereunder shall be evidenced 
by a supplemental agreement to this con¬ 
tract. 

4 1007.4404 Clauses to be used when 
applicable. 

4 100,7.4404-1 Alterations in contract. 
According to instructions for use in 
4 1007.105-1, insert the clause set forth 
in 4 7.105-1 of this title. 

$ 1007.4405 Required schedule clauses 
for contracts with full-time teachers. 
The schedule for contracts with teachers 
will contain the following provisions to 
be completed with appropriate informa¬ 
tion. 

4 1007.4405-1 Part I—Statcmcn ! of 
services. 

Past I —Statement or Somers 

The Contractor shall teach elementary 

school at the_....... Air Force Bar* on 

regular school days at such hours as the 
school principal shall designate. Perform¬ 
ance by the Contractor shall be In aooordAi.ee 
with the direction of the school principal 
and include the teaching of such subjects m 
may be prescribed, the keeping of required 
records, and such oilier curricular and extra¬ 
curricular duties ss are customarily per¬ 
formed by an elementary school teacher. 

$ 1007.4405-2 Part 1 1— Period of per¬ 
formance. 

Past II —Pmioo or Performanc* 

Performance of services shall commer • r on 

the ...... day of___19.. and ©ontinue 

until the _ day of —_19... In the 

event the school is closed temporarily on ac¬ 
count of an epidemic or for any other neces¬ 
sary cause the period of performance may he 
extended by the principal to make up lor 
such lost time, and no additional payment 
shall be made for such make-up period. 

11007.4405-3 Part 111—Leave of « fe¬ 

igner. 

Past III— Leave or Absence 

The Contractor will be allowed leave, when 

sick, with pay for not exceeding__days. 

If required by the principal, the Contractor 
shall furnish a doctor's certificate of lllr.es* 
when sick for three or more consecutive 
school days. When approved by the principal 
the Contractor will be granted leave with r*T 

far not exceeding __days for reasom of 

death or critical Ulneas of a member of the 
Contractor's immediate family. 

4 1007.4405-4 Part IV—Consideration 
and payment. The second sentence of 
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the following clause will be modified, as 
indicated, to conform to local practices. 

p.mt rv—C o nsibxxatio n and Payment 

Tha Government will pay the Contractor 
up<jn £nttnXactory performance of the above 
described aervtoe* the i«m of $-. Pay¬ 

ment* win be made [ monthly, biweekly, etc.) 
during the period of performance In the 

amount of I-. For each pay period aa 

described above the Contractor shall present 
to the Contracting Officer a certified invoice 
for ftervlcea rendered. Deduction* fur Fed- 
rral income tax and social security contri¬ 
bution* will be made from payment*; where 
withholding of payment* for purpose* of 
stale income taxes U authorized by 5 U 8. C. 
Sib < 1953), deduction* for state Income taxes 
will also be made. 

1 1007.4405-5 Part V—Qualifications. 

Past V—Qualifications 

Th» Contractor warrant* that —.- 

___U qualified and duly 

licensed to teach elementary school within 

the State of-- and 

affirm*. loyalty 

to the United States of America. 


I 1007 4405-8 Part VI—Renewal 

Past VI— Renewal 


In the event the services of the Contractor 
ire deni red by the Government for the suc¬ 
ceeding school year the Contractor will be so 

advised on or before the ..._day of 

...... 19... It is agreed 

that such notice will be subject to the nvsli¬ 
ability of funds for the succeeding Govern¬ 
ment fiscal year for this purpose. 


I 1007.4406 Required schedule clauses 
for contracts with substitute teachers . 
The schedule for contracts with substi¬ 
tute teachers will contain the following 
provisions to be completed with appro¬ 
priate information. 

1 1007.4406-1 Part I—statement of 

services. 


Pa*T I —StATEM ENT OF SCXV1CX5 

The Contractor shall teach elementary 

school At the-Air Force Base 

ou regular school day* at such hours and 
on such days as the school principal shall 
designate during ths period uf performance 
of this contract as set forth In Part II hereor. 
h It imderatood and agreed that this is a 
call contract, that the Contractor is a *ub- 
•tltute teacher to perform service* tn the 
absence of a regularly employed teacher, and 
that the Government Is not hereby obligated 
to issue any call for the Contractor * service. 

5 1007.4408-2 Part //— Period of per¬ 
formance. , 


Past II—Pxxtoo of Performance 

The period during which calls ma 

»*d* shall begin on the_day of „. 

--19— and end ou the__di 

.— 19... in the event the k 

* closed temporarily on account of an 
r*"* °* fo «* »ny other necessary cause 
PJUod ox performance'may be extends 

** principal to make tip for such lost 1 

11007.4408-3 Part til—Considero 
.. ^Payment. The second sentenc 
w fopowlng clause will be modify 
indicated, to conform to local pract 
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shall present to the Contracting Officer a 
certified Invoice for any aervlce rendered. 
Deductions for Federal Income tax and so¬ 
cial security contributions will be made from 
payments; where withholding of payments 
for purposes of state income taxes Is au¬ 
thorised by 5 U 8. C. 84b (1952). deductions 
for state income taxes will also be made. 

5 1007.4406-4 Part IV — Qualifications. 
Insert the clause set forth In } 1007.4405 
(b>. 

• i 1007.4407 Required schedule clauses 
for contracts with principals. The 
schedule for contracts employing school 
principals will contain the following 
provisions to be completed with appro¬ 
priate information. 

1 1007.4407-1 Part 1 — Statement of 

services. 

Past I— Statement or Sovtcm 

The Contractor shall net as principal of 

an elementary school at the___- 

Air Force Duse. Performance by the Con¬ 
tractor shall be In accordance with the di¬ 
rection of the Base Commander, and Includes 
the supervision of the school, the teaching 
staff thereof, keeping of required records, 
and such other curricular and extra cuiric- 
ulur duties as are customarily performed by 
an elementary school principal. 

f 1007.4407-2 Part If—Period of per¬ 
formance . 

Part II—Period or Performance 

Performance of services shall commence on 

the _day of ............ 19.. and 

continue until the ...... day of__ 

19—* In the event the school Is dosed tem¬ 
porarily on account of an epidemic or for 
any other necessary cause the period of per¬ 
formance may be extended by the Bass Com¬ 
mander to make tip for such lost time, and 
no additional payment shall be made tof such 
make-up period. 

5 1007.4407-3 Part III—Leave of 
absence. 

Part III— Leave or Absence 

The Contractor will be allowed leave when 
sick, with pay for not exceeding ...... days. 

When approved by the Base Commander the 
Contractor will be granted leave with pay 
for not exceeding ...... days for reasons of 

death or critical illness of a member of the 
Contractor's immediate family. 

I 1007.4407-4 , Part IV—Consideration 
and payment. Insert the clause set forth 
In * 1007.4405-4, 

I 1007.4407-5 Part V—Qualifications. 

Part V— Qualification a 

. The Contractor warrants that_ 

Is qualified And duly Ucensed to act as prin¬ 
cipal or an elementary school within the 

State of--.., and affirms ....... .... 

loyalty to the United Slates of America. 

I 1007.4407-6 Part VI—Renewal. In¬ 
sert the clause set forth In 9 1007.4405-6. 


Part 1006 —Termination of Contracts 

Svbparf A —Introduction 

Sec. 

1008.101 Applicability of this part. 

Subport B—Definition of Term* 

1008 250 Administrative contracting officer. 

1006.251 Engineering changes. 

1000.252 Excess. 

1008 253 Government-furnished aircraft 
equipment (OPAE)* 

1008.254 Plant clearance officer. 

1008 355 Procuring contracting officer. 


Sec. 

1008.256 Production method changes. 

1008.357 Standby tooling. 

1008258 Subcontractor. 

1008.259 Surplus. 

1008.260 Termination authority. 

1008.261 Termination contracting officer* 

1008 262 Termination request. 

1008283 Unadjusted contractual changes 
(UCC's). 

Subport C—Termination for Convenience 

1006.301 Termination clause. 

1006 303 Partial termination, 

1008304 Notice of termination. 

1008.306 Duties of contracting officer after 
notice of termination, 

1008 310 Fraud or other criminal conduct. 

1008311 Settlement of two or more claims 
jointly. 

1008 350 Termination of letter faculties 
contract*, facilities contracts, and facili¬ 
ties leases. v 

1008350-1 Termination of letter faculties 
contracts. 

Subport E—Settlement of Contract* Terminated 
for Convsnisnco 

1008.501 Methods of settlement. 

1008.503 Fixed-price contracts; settlement 
proposals. 

1008.603- 2 Bases for settlement proposals. 

1008.504 Fixed-price contracts; negotiated 
settlements. 

1008 504-50 Equitable adjustment In unit 
prices under fixed-price contracts In 
coses of partial termination. 

1008 505 Fixed-price contracts; settlement 
by determ InaUon. 

1008.507 Limitation on settlements, 

1008507-1 Deductions. 

1008.508 Settlement of coat-type contracts; 
general considerations. 

1008.509 Coat-type contracts; negotiated 
settlements: procedure where settlement 
limited to fixed fee. 

1008.509-2 Adjustment of fixed fee. 

1008 514 Cost-type contracts; partial ter¬ 
mination. 

1008.615 Audit of settlement proposals and 
of subcontract settlements. 

1008 518 Contracting officer's negotiation 
memorandum. 

1008.518 Settlement of subcontractor 
claims. 

1008.518-2 Duty of prime contractor and 
subcontractor. . 

1008.518 4 Basis of settlement. 

1008518-6 Authorisation for settlement 
under 91.000 of subcontractors* termina¬ 
tion proposals without approval or rati¬ 
fication. 

1008.618-11 Government assistance In settle¬ 
ment of subcontracts. 

1006.516-12 Assignment of rights under sub¬ 
contract*. 

1008 518-33 Settlement of subcontracts as¬ 
signed to the Government. 

1008 522 Partial payments upon termina¬ 
tion. 

1000522-4 Security for partial payments. 

3 008 550 Recoupment of renegotiation debts. 

1008.551 Settlement of unadjusted contrac¬ 
tual changes (UCC's). 

1008 555 Settlement of claims ind property 
disposal resulting from engineering 
changes. 

Subperl F—Termination Inventory 

1008 600 Scope of subpart. 

1008.601 General policies. 

1008 001-2 Responsibility for sales. 

1008.603 Inventory schedules. 

1008 003-1 Submission of Inventory sched¬ 
ules. 

1008.603- 2 Oeneral classifications. 

1006.008 Sale or other disposition of termi¬ 
nation Inventory. 

1000 602-2 Competitive sales. 

1008 608-4 Proceed* of sale. 

1006 008-6 Applicability of antitrust laws. 
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Sec. 

1008 CIO Destruction or abandonment. 

1008.612 Removal and storage. 

1008 612-50 Storage of contractor Inventory 
at no coat to the Government. 

1008.613 Review of property dUpowil. 

1008.613-1 Property disposal review boards. 

1008 653 Redistribution and disposal of con¬ 
tractor inventory; foreign. 

1008.653-8 Sales. 

Subpart G—forms 

1006.712- 50 Supplemental settlement egree- 
menu for CPFF partial terminations. 

1008.712- 51 Supplemental settlement agree¬ 
ment form for settlement of two or more 
termination claims. 

1006.712- 62 Supplemental settlement agree¬ 
ment (amendment) form for settlement 
of partial termination of letter facilities 
contract. 

1008.712- 53 Form of trlparty agreement for 
direct settlement of subcontracts. 

1008.712 54 Direct settlement agreement by 
Government with subcontractors. 

2008.712- 66 Settlement of reservations. 

1008 751 Termination clause for fixed-price 

contracts for personal services. 

1008 762 Termination clause for technical 
services contracts. 

1008 763 Termination clause for tlmc-nnd- 
mnterlnl contracts. 

1008.756 Assignment to the Government of 
prime contractor's rights under termi¬ 
nated subcontracts. 

1008.767 Security for partial payment*. 

1008.758 Storage agreement. 

1008.761 Default letters. 

1008.762 Cover pages for supplemental 
agreements. 

1008.762- 1 Cover page for supplemental 
agreement to fixed-price contract for 
supplies/services/research and develop¬ 
ment. 

1008.762- 2 Cover page for supplemental 
Agreement to CPFF oon tract for sup¬ 
plies/'servlces/research and development. 

1008.762- 3 Cover page for supplemental 
agreement to CPFF contract for sup¬ 
plies /service*/research and development. 

1008.762- 4 Cover page for supplemental 
agreement to fixed-price contract for 
supplies/services/research and develop¬ 
ment. 

1008.762- 5 Cover page for supplemental 
agreement to fixed-price contract for 
suppUee/eervlce*/research and develop¬ 
ment. 

1008.762- 6 Cover pago for supplemental 
agreement to fixed-price contracts for 
supplies, services, rca&carch und develop¬ 
ment. 

1008.762- 7 Cover page for amendment to 
letter contract. 

1008.762- 8 Cover page for fixed-price con¬ 
tract far supplies. 

1008.763 Letter of consent by prime con¬ 
tractor to negotiation of amount due 
subcontractor. 

1006.764—Form for certificate of amount due 
a subcontractor. 

1006.765 Form for notice to and consent 
by the subcontractor to direct settle¬ 
ment by the Government of 1U termina¬ 
tion claim. 

Subporf T—Cancellation for Default 

1008.2002 General. 

1008.2004 Responsibility of administrative 
contracting officer. 

1008.2006 Responsibility of production fol¬ 
low-up activities. 

1008.2006 Responsibility of procuring con¬ 
tracting officer. 

Atmioamr: (I 1008.101 to 1008 2006 issued 

under sec. 8012, 70A 8tat. 488; 10 U. 8. C. 

8012. Interpret or apply secs. 2301—2314. 

70A 8tat, 127-133; 10 U. 8. C. 2301-2314. 


RULES AND REGULATIONS 

SUBPART A —INTRODUCTION 

51008.101 Applicability of this part. 
(*> The procedure* In tills part apply to 
any AF contract entered into under the 
act which: 

<1) Has been terminated for the con¬ 
venience of the Government. 

<2) Has been canceled for default of 
the contractor. 

ib) Contracts which do not contain 
the termination clauses set forth In Part 
8. Chapter I, of this title or those au¬ 
thorized in this chapter may be amended 
by agreement, prior to or after the ter¬ 
mination of the contract, to include or 
substitute a prescribed clause. 

<c> The methods, policies, and pro¬ 
cedures contained in this part relating to 
settlements with subcontractors and dis¬ 
posal of contractor inventory are appli¬ 
cable to settlement of subcontracts ter¬ 
minated and property which becomes 
obsolete or excess as a result of contrac¬ 
tor modification or engineering changes. 

SUBPART 8—DEFINITION OF TERMS 

$ 1008.250 Administrative contracting 
officer. The term “administrative con¬ 
tracting officer” means those contracting 
officers authorized to administer con¬ 
tracts. 

5 1008.251 Engineering changes. 
The term "engineering chances’* in¬ 
cludes all changes In the physical char¬ 
acteristics of an item when reflected in 
the design, plans, or specifications for 
the item. 

i 1008 252 Excess. The term "ex¬ 
cess’* means contractor inventory no 
longer required by the contractor by 
whom the inventory was originally ac¬ 
quired, or to w r hom it was furnished, and 
also such inventory when It Is not re¬ 
quired by any AF activity. 

$ 1008 253 Government - furnished 
aircraft equipment (GFAE). The term 
"Government-furnished aircraft equip¬ 
ment" (GFAE) means that portion of 
Government-furnished property which 
under the terms of an AF contract Is pro¬ 
cured by the Air Force and furnished di¬ 
rect to aircraft equipment or missile 
manufacturers for Inclusion or incorpo¬ 
ration Into aircraft or missiles. 

1 1008.254 Plant clearance officer. 
The term “plant clearance officer" means 
the representative of the termination 
contracting officer or administrative 
contracting officer authorized to act for 
him in all matters relating to the dispo¬ 
sal of contractor inventory and termina¬ 
tion inventory. In appropriate in¬ 
stances. plant clearance officers may be 
appointed contracting officers with 
limited authority. 

5 1008.255 Procuring contracting offi¬ 
cer. The term “procuring contracting 
officer” means those contracting officers 
authorized to execute contracts for the 
procurement of supplies and services. 

5 1008.256 Production method 
changes. The term “production method 
changes” includes all changes in the pro¬ 
duction methods which are made In the 
Interests of increased efficiency or for 
the solution of any production problem, 
provided they do not alter the physical 


characteristics of the end product Pro¬ 
duction method changes do not include 
engineering changes. 

5 1008.257 Standby tooling. Th< 
term “standby tooling" Includes all spe¬ 
cial tooling that is to be held in storaee 
in anticipation of a contemplated future 
use. Including engineering and produc¬ 
tion data necessary to set up the equip¬ 
ment for production of parts for which 
the tooling is stored. 

f 1008.258 Subcontractor. The term 
“subcontractor” means any holder of 
one or more subcontracts under any AF 
prime contract or purchase order. 

5 1008.259 Surplus. The term “sur¬ 
plus” means excess contractor Inventory 
which is not required by the Department 
of Defense or by other Federal agencies 
with which governing regulation pro¬ 
vide the inventon must be screened, 

I 1008.260 Termination authority. 
The term “termination authority” re¬ 
fers to a WTlttcn authorization to pro* 
ceed with termination. 

5 1008.261 Termination contracting 
officer . The term “termination contract¬ 
ing officer" means those contracting offi¬ 
cers authorized to terminate contracts 
and/or settle terminated contracts. 

5 1008.262 Termination request. The 
term “termination request” as used in 
this part means the purchase request or 
other written document which initiates 
the request for termination of the con¬ 
tract. Except for directives which msy 
be issued by Hq USAF directing the 
termination of items, the purchase 
request or other written document Is 
generally prepared by the office which 
originally initiated the request lor 
procurement to the buying office. 

§ 1008.263 Unadjusted contractual 
changes ct/CC's). The term “unad¬ 
justed contractual changes" means any 
contractual changes which Tave not been 
incorporated in the contract by change 
order, supplemental agreement, or other¬ 
wise. The term includes, without limi¬ 
tation, all changes evidenced by • 
contract change notification, by delivery 
schedule change, and by change with 
respect to spare parts or contract 
provisions for price redeterminaUon. 

SUBPART C—TERMINATION FOR CONVCN iHCi 

5 1008.301 Termination clause. 
Where a contract does not contain b 
T ermination for the Convenience of ihc 
Government clause, the following pro¬ 
cedures will apply: 

fl> If it Is determined to be in the 
best interest of the Government to ter¬ 
minate a contract for the convenience 
of the Government and the contr«rt does 
not contain a clause expressly reserving 
the right of the Government to ter¬ 
minate. the contracting officer will for¬ 
ward to the contractor a copy of an ap¬ 
propriate Termination clause, together 
with a request that the contractor agree 
to a termination of the contract accord¬ 
ing to the provisions of the clause. 

<2) If the contractor agrees in writing 
to a termination pursuant to such clause, 
the contracting officer will issue n Nottj* 
of Termination and the case will then M 
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processed according to this part. How- 
ever, in the event the contractor is agree* 
able to a termination at "no-cost" to the 
Government, the contracting officer may 
enter into a "no-cost" termination 

• ipplcmcntal agreement as set forth In 

• j 8 712-6 and 8.712-7 of this title with¬ 
out the issuance of a termination notice 
snd the incorporation of a Termination 
clause In the contract. 

(3) If the contractor declines to agree 
upon a termination of the contract in 
the manner set forth in this section, the 
contracting officer will submit the mat¬ 
ter promptly for advice and instruc¬ 
tions to the Termination Staff Branch 
< MCPPJT ) , Hq AMC. If termination is 
desired, the termination notice will be 
sent to the contractor. In reviewing 
such matters, reviewing authorities 
should consider all factors, particularly; 

(1) Whether the termination, if effected, 
will constitute a breach of contract by 
the Government, (ii) what the dollar 
amount of a potential liability may 
amount to, and (Ui) whether, when 
taken In perspective, the action will be 
economically beneficial to the Govern¬ 
ment. 


1 1008.303 Partial termination. (a> 
When any part of the supplies or serv¬ 
ices called for under a contract are to 
be terminated and the contractor Is 
obligated to continue further work un¬ 
der the contract, the deletion will be 
processed as a partial termination as 
set forth in tills part. 

<b> When the supplies or service 
called for under the contract are to be 
terminated in their entirety or if the 
termination of a port of the supplies or 
services would result in the contractor 
not being required to perform any fur¬ 
ther w ork, the deletion wUl be processed 
as a complete termination. 


1 1008.304 Notice of termination . (a> 
On centrally procured Items, termina¬ 
tion should be taken only when the esti¬ 
mated cost of supplies or services to be 
terminated exceeds $1,000; on locally 
procured items, $300. However If the 
termination action can be effected at 
M no cost" to tiie Government, then the 
termination may be accomplished where 
the cost of supplies and services In¬ 
volved would be less than $1,000 or $300 
respectively. These criteria apply to all 
ftct.vities including those overseas. 

<b> While there are no hard-and-fast 
rule* as to when supplies or services 
Should be terminated, the following cri¬ 
teria are relevant to the decision and 
tnould be considered in arriving at a 
decision to terminate: 

<1> Items which are on order, unde¬ 
livered, but for which, as far as can be 
foreseen, the Air Force will have no use, 
should normally be terminated. 

w the undelivered portion of a 
contract comprises a small quantity, the 
S? icle * forth In paragraph (a) of 
I™ RC 4 ction should normally be followed 
Quantity should be ac- 
eppted; this U particularly so 11 the costs 
«thc termination would be dispropor¬ 
tionate to the contract price of the Items 


.J, 3 * The Probable amount of the 
( a* distinguished from 
w settlement) and the consequent 


reduction In total contract price; the 
type and nature of the termination in¬ 
ventory which will be involved; and the 
possible utilization, diversions, and re¬ 
coveries from sales and other dispositions 
should also be considered. 

(4) Whether adequate stocks of sup¬ 
plies of the Items being considered for 
termination exists. 

(5) Possiblefuture obsolescence of the 
items. 

(6) Probable additional costs and op¬ 
erational burdens to the Air Force In 
connection with any termination inven* 
torles which might require storage. 

4 1008.306 Duties of contracting of - 
ficer after notice of termination —(a) 
General . On termination of a contract 
for the convenience of the Government, 
the termination contracting officer as¬ 
signed the case for settlement will 
promptly arrange for an initial confer¬ 
ence with the contractor. Topics to be 
discussed at the conference should In¬ 
clude but are not necessarily limited to: 

Cl) General principles relating to the 
settlement of any termination claim. In¬ 
cluding obligations of the contractor un¬ 
der the Termination clause of the con¬ 
tract. 

(2) Extent of the termination and 
point at which work is stopped. 

(3) Status of any continuing work and 
any plans, drawings, or information 
which vrould have been required to be 
delivered had the contract been com¬ 
pleted. 

(4) Obligation of the contractor 
relating to termination of any subcon¬ 
tracts and purchase orders and the gen¬ 
eral principles to be followed in settle¬ 
ment of any claims. 

15) Number of subcontractors or sup¬ 
pliers involved and the date their termi¬ 
nation notices were issued. 

(6) Facilities of the contractor for the 
review and settlement of termination 
claims of subcontractors. 

(7) Arrangements for transfer of title 
and delivery to the Government of any 
materials required by the Government. 

(8) General principles and procedures 
to be followed in the protection, preser¬ 
vation, and disposition of contractor's 
and subcontractors’ termination in¬ 
ventory, including the preparation of 
Termination Inventory Schedules. 

(9) Contractor’s accounting practices 
and the preparation of the Schedule of 
Accounting Information. 

< 10) Form In which contractor’s Set¬ 
tlement Proposal will be submitted. 

(11) Accounting reviews of con¬ 
tractor’s and subcontractors' settlement 
proposals. 

il2) Requirement, if any. for interim 
financing in the nature of partial pay¬ 
ments or guaranteed loans. 

03) Tentative time schedule for the 
negotiation of the settlement, including 
submission of Settlement Proposals. Ter¬ 
mination Inventory Schedules, and ac¬ 
counting information schedules by the 
contractor and subcontractors. 

4 1008.310 Fraud or other criminal 
conduct. In the event of suspicion of 
fraud or other criminal conduct, the 
termination contracting officer will re¬ 
port the facts of the case to higher au¬ 
thority. 


4 1008.311 Settlement of two or more 
claims jointly. In negotiating a joint 
settlement of two or more termination 
claims of the same contractor, the ter¬ 
mination contracting officer will observe 
the provisions of Limitation on Settle¬ 
ments and Limitation of Certain Costs. 
The joint settlement will not under any 
circumstances be used as a means of 
allowing the contractor an amount 
which, if the termination claims had been 
settled separately, would be in excess of 
the contract price of each contract. 

4 1008.350 Termination of letter fa - 
cilitics contracts , facilities contracts , and 
facilities leases . 

4 1008.350-1 Termination of letter fa - 
cilitics contracts —(a) General. This 
section sets forth the procedures for 
processing the partial and complete ter¬ 
minations of letter facilities contracts. 
Such type of contracts provides for reim¬ 
bursement of costs exclusive of overhead 
(or burden) and limits the total amount 
that may be expended as well as the 
amount which may be reimbursed there¬ 
under. However, such type of contracts 
further provides that in the event of ter¬ 
mination thereof reimbursement of over¬ 
head expenses may be made. The fol¬ 
lowing paragraphs of this section pre¬ 
scribe, in addition to other matters, the 
settling of the item of overhead whether 
the contractor '^vouchers out" under the 
termination or submits his claim on a 
settlement proposal. 

(b) Partial terminations . Because of 
the exclusion and limitations mentioned 
in paragraph (a) of this section, in the 
event of a partial termination of a letter 
facilities contract, payments made to a 
contractor prior to termination should be 
considered in the nature of progress pay¬ 
ments. Under a partial termination of 
such type of contract the terminated por¬ 
tion usually consists of the further use 
by the contractor of facilities previously 
acquired (even If installed), installation 
cost* of such facilities, the contemplated 
use by the contractor of machine tools 
and equipment remaining to be com¬ 
pleted, machine tools and equipment on 
order which have been partially com¬ 
pleted and which are directed to be can¬ 
celed. and costs of initial repairs and 
parts replacement of Government fur¬ 
nished machines and equipment. The 
contracting officer and the contractor 
may agree upon the total amount due the 
contractor for the acquisition of machine 
tools and equipment, installation, initial 
repair and replacement costs, and ter¬ 
mination claims of vendors and suppliers 
(subcontractors); the settlement may 
also include applicable costs of an over¬ 
head nature (Including General and Ad¬ 
ministrative Expense) pertaining to fa¬ 
cilities already acquired by the contractor 
up to the date of settlement or such other 
date on or after the date of the Termina¬ 
tion Notice as may be agreed upon be¬ 
tween the parties. 

(c) Complete termination . If the 
letter facilities contract has been com¬ 
pletely terminated and the contractor 
elects to "voucher out" his costs, includ¬ 
ing overhead costs, attention is Invited 
to the fact that, before any such over¬ 
head costs may be reimbursed, the con- 
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tract roust be amended. Where a 
partial termination Is Involved and the 
continuing work can be completed 
within a reasonable period of time 
and/or before the parties arc ready to 
effect settlement, it is recommended 
that the termination be considered as a 
complete termination of the contract. 

SUBPART E—SETTLEMENT OF CONTRACTS TERMI¬ 
NATED FOR CONVENIENCE—GENERAL 

5 1008 501 Methods of settlement. 
Negotiation is the preferred method of 
settlement and should be used to the 
maximum extent possible. In those ex¬ 
ceptional cases where it Is not possible to 
settle by negotiation all elements of the 
termination claim, the termination con¬ 
tracting officer and the contractor may 
negotiate a settlement as to those ele¬ 
ments of the termination claim on which 
agreement can be reached; the termina¬ 
tion contracting officer should render a 
written determination or finding con¬ 
cerning those elements of the termina¬ 
tion claim on which the parties cannot 
agree. If the contractor has filed an 
appeal, or has indicated that an appeal 
will be taken from the determination, or 
if the amount (or any part thereof) due 
the contractor has not been paid to him 
when the settlement agreement is to be 
executed, then the settlement agreement 
should incorporate, in addition to it s 
other provisions, an appropriate reserva¬ 
tion with respect to the rights of the 
parties under the determination. 

5 1008.503 Fixed - price contracts; 
settlement proposals. 

5 1008.503-2 Bases for settlement 
proposals . —(a) Inventory basis. Under 
the inventory basis for settlement pro¬ 
polis. the contractor lists only his costs 
relating and allocable to the terminated 
portion of the contract. Inventory 
charges are presented by Itemizing sepa¬ 
rately. at the purchase or manufactur¬ 
ing costs, the metals, raw materials, pur¬ 
chased parts, work-in-process, finished 
components, dies. Jigs, fixtures, and tool¬ 
ing allocable to the terminated portion. 
Similarly, the allocable portion of 
charges such as engineering costs, 
preparatory costs, and general and ad¬ 
ministrative expenses relating to the 
terminated portion of the contract are 
separately itemized. To this is added 
an allowance for profit or an adjustment 
Is made for loss. Settlements with sub¬ 
contractors. settlement expenses, and 
other proper charges are then added to 
complete the grass claim. Appropriate 
credits. If established or ascertained at 
the time of the submission of the pro¬ 
posal, should then be deducted. 

<b> Total cost basis. The total cost 
basis for settlement proposals will be 
approved by the termination contracting 
officer only in cases involving total termi¬ 
nation and only when use of the in¬ 
ventory basis is not practicable. If the 
termination contracting officer approves 
the submission of a termination claim on 
a total-cost basis, he should, in appro¬ 
priate cases, require the contractor to 
submit a detailed estimate of the cost 
to complete the contract. Under this 
basis, the contractor lists as one item in 
the settlement proposal, all of his costs 
for direct material. Therefore it is im¬ 


RULES AND REGULATIONS 

portant that the claim for inventory be 
verified for quantity, allocability, and 
physical location of material. In ac¬ 
complishing such verification, a review 
should be made of the contractor’s bill 
of materials. Examples of circumstances 
in which the total-cost basis may be used 
are; 

tl) If production has not commenced 
and the accumulated costs represent 
planning and “get ready** expenses. 

<2) If the contractor’s accounting 
system will not readily lend itself to the 
establishment of unit costs for work-in- 
process and finished products. 

<3> If the contract involves retro¬ 
active pricing only. 

<4> If the termination is total and 
involves a letter contract. 

• <5> If the contract does not specify 
unit prices. 

5 1008.504 Fixed-price contracts — 
Negotiated settlements . 

? 1008 504-50 Equitable adjustment in 
unit prices under fixed-price contracts in 
cases of partial termination, (a) If. as 
a result of a partial termination, the con¬ 
tractor determines that an adjustment in 
price is necessary for the continuing 
portion of the contract and submits in 
writing a request according to the ter¬ 
mination clause of the contract for an 
equitable adjustment of the price or 
prices specified in the contract, the ter¬ 
mination contracting officer will send the 
request to the appropriate procuring 
contracting officer. 

<b> The procuring contracting officer 
will have final responsibility for nego¬ 
tiating an equitable adjustment in the 
price relating to the continued portion 
of the contract and will effect a supple¬ 
mental agreement covering any changes 
in price. Consideration for the change in 
price will be specified in the supple¬ 
mental agreement. The procuring con¬ 
tracting officer will satisfy himself on the 
basis of evidence he deems proper (in¬ 
cluding coordination with the termina¬ 
tion contracting officer), that no portion 
of any increase in price has been in¬ 
cluded in any termination settlement 
previously made or currently in process. 

(c) The termination contracting offi¬ 
cer responsible for the termination 
settlement will satisfy himself on the 
basis of evidence he deems proper (in¬ 
cluding coordination with the procuring 
contracting officer) that no portion of 
the costs included in the equitable ad¬ 
justment for the continued portion of the 
contract are included In the termination 
settlement. 

51008.505 Fixed-price contracts: set¬ 
tlement by determination. In rendering 
a determination settlement, where it is 
Apparent that the contractor w r ould have 
incurred a loss on the entire contract had 
it been completed, the allowable costs 
will be appropriately reduced and no 
profit whatsoever will be allowed. Thus, 
regardless of whether the settlement is 
to be arrived at by agreement, or by de¬ 
termination, there will be. in the case of 
a lass contract, an adjustment to reflect 
the indicated rate of loss. 

51008.507 Limitation on settlements . 

5 1008.507-1 Deductions . <a) In deter¬ 
mining the amount to be deducted repre¬ 


senting the fair value of any property 
which is destroyed, lost, stolen, or dam. 
aged, consideration will be given to the 
direct cost and any burden charges in¬ 
cluding profit which the contractor in¬ 
cluded In his settlement proposal. 

<b) In addition to the deductions listed 
under 5 8.507-1 of this title, there will 
be deducted from the amount found to be 
due to the contractor under a settlement, 
whether by negotiation or by determina¬ 
tion: (1) any unliquidated advance, 
partial or other payments theretofore 
made to the contractor, and (2) any 
claim which the Government may have 
against the contractor in connection 
with the contract concerned. 

4 1008.508 Settlement of coxMyp* 
contracts; general considerations— <a) 
General (1) Where the complete ter¬ 
mination of a cost-plus-a-fixed-fee con- 
tract Is involved, the termination con¬ 
tracting officer assigned the terminated 
contract for settlement will immedmtely 
ascertain whether the contractor desires 
to voucher out his costs on Standard 
Form 1034 or whether the settlement will 
ircludg costs and fixed fee. 

<2> If decIsior has been made that the 
settlement wiil include costs and fixed 
fee. the termination contracting officer 
will follow the procedure set forth in 
55 8.510-1 (d), 8 510-2. 8.510-3. 8 511, 
and 8.512 of this title and promptly es¬ 
tablish an audit status data. 

(3) If decision is made that costs 
will be vouchorcd out by the contractor, 
the termination contracting officer will 
immediately request the contractor to 
submit a settlement proposal for adjust¬ 
ment of the fixed fee and promptly pro¬ 
ceed to negotiate a settlement regardless 
of the status of the submission and pay¬ 
ment of the cost vouchers. Under no 
circumstances will the contractor be 
permitted to voucher out the amount of 
the fixed fee. After agreement Is 
reached as to the amount of the fixed 
fee to be reduced, a supplemental agree¬ 
ment will be executed evidencing the 
agreement of the parties. 

(b) Cost-type contracts: prcxrdure 
where there have been no reimbursed 
costs under the contract. If no costs 
have been reimbursed under the con¬ 
tract. and if the settlement is to include 
costs and fixed fee, a settlement of all 
claims of the Government and the con¬ 
tractor relating to the terminated con¬ 
tract may be made without following the 
procedure prescribed in 55 8.510, 8 511. 
and 8.512 of this title. The provision* 
of the particular contract governing the 
types of reimbursable costs will const!* 
tute the basis of negotiation. 

5 1008.509 Cost-type contracts: ne- 
gotiated settlements: procedure uheri 
settlement limited to fixed fee. 

5 1008.509-2 Adjustment of fixed fee. 
(a) The standard termination clause for 
CPFF contracts provides that the termi¬ 
nation contracting officer and the con¬ 
tractor may agree upon. i. e.. negotiate, 
the settlement of the fixed fee. There¬ 
fore, any method which is fair and equi¬ 
table to both parties may be used to ad¬ 
just the fixed fee unless a specified basi* 
is prescribed in the contract. Where th* 
parties are unable to agree on an ad¬ 
justment of the fixed fee and the term!* 
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nation was effected for the convenience 
of the Government* the percentage of 
completion basis must be used In render¬ 
ing the determination for that portion of 
the fixed fee payable. 

ib) Generally, the percentage of com¬ 
pletion basis will constitute a fair and 
equitable method of adjusting the fixed 
lee. One method of arriving at the per¬ 
centage of completion Is to compare the 
actual costs incurred with the estimated 
cost to complete the contract, adjusting 
the resulting percentage according to the 
difficulty or importance of each type of 
costs concerned. Under this method, it 
is necessary to obtain a breakdown of the 
estimated costs negotiated in connection 
with the a warding of the contract and an 
estimate of the cost to complete each 
category of items shown in the settle¬ 
ment proposal. 

<1> The first step in the computation 
is to segregate the costs contained in the 
original cost estimates used In arriving 
at the contract price into the categories 
listed in the settlement proposal. The 
weight to be given each category, ex¬ 
pressed in a percentage, will depend on 
the importance of the type of cost or the 
difficulties in the accomplishment of the 
contractual requirement. No specific 
formula can be prescribed for developing 
the weighted percentages for each cate¬ 
gory of costs; the weighting necessarily 
must be predicated on proper evaluation 
and judgment by the termination con¬ 
tracting officer of the importance and 
difficulties of the various categories of 
work and the circumstances surrounding 
each individual contract. Generally, ma¬ 
terial purchases (including purchased 
parts) should carry a lower weight than 
work which is subcontracted or direct 
labor costs incurred by the contractor. 
The latter category of costs should carry 
a higher weight than costs incurred for 
work performed for the contractor out¬ 
side its own plant. 

Example of the first stop: If the direct 
material cost* represented 30 percent and the 
direct labor 30 percent of the contract costa. 
Uiese percentages should, If Justified by a 
proper evaluation, he adjusted to reflect the 
fact that the direct labor costs represented a 
greater factor in work accomplished than 
Jbst represented by direct material coats. 
The result would be adjusted weighted per- 
ctntags for such categories of perhaps 12 
percent for direct material (giving considera¬ 
tion to the extent of subcontracting In¬ 
cluded; and 28 percent for direct labor. 


( 2> The second step would bo to com¬ 
pare the actual allowable costs Incurred 
under each category with the estimated 
costs to complete such category of work to 
determine the extent to which the con¬ 
tractor had completed each element in¬ 
cluded In the claim. 


Fbr example, tf the actual allowable cost 
incurred for direct labor was $500,000 and th 
•athnated direct labor coats to complete th 
$500 0 °0- the direct labor woul, 
oen oe 50 percent complete even though th 
Unrated direct labor costs did no 
rorretpond with the total of the actual allow 
u Incurred and the estimated coat, t 
the work under the contract. 


The thlrd 8tc P would be to multi- 
P y the percentage of completion of each 
wegory (as determined in step 2) by the 


(weighted) percentage established for 
the category under step 1. Accordingly, 
if the direct labor was 50 percent com¬ 
plete (as described in step 2) and the 
direct labor had been weighted as 28 per¬ 
cent (as described in step l). this par¬ 


ticular category of the claim would rep¬ 
resent a percentage of completion under 
the contract of 14 percent. 

(4) The fourth step would be to add 
the percentage of completion ascertained 
for each category. 
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The above method of computin g the per- use for comparison with the percentage 
ccntage of completion of a CFFF con- of completion figure computed under the 
tract is not intended to be inflexible procedure outlined in paragraph (b) of 
where the settlement of the fee is being this section. 

effected by negotiation, but. in such cases (f > Another method of arriving at an 

it can terve as a useful basis for arriv- adjustment of the fixed.fee on the basis 
Ing at a negotiated adjustment settle- of percentage of completion is to have 
ment of the fixed fee. the engineering and other technical per- 

(c) It should be noted that in the de- sonnel concerned with the contract eval- 
termlnation of the extent of completion, uate the percentage of completion of 
each category of the work accomplished work under the contract from a strictly 
is separately evaluated, giving greater technical standpoint. Here again, how- 
weight to those elements which reflect ever, care must be exercised by the ter- 
the more substantial or significant work, mination contracting officer to insure 
Thus, if the production costs disclosed that the technical evaluation is based 
that a large quantity of raw material was on physical completion and not on costs 
received upon which only a small incurred as such costs may represent a 
amount of direct labor hours had been substantial overrun or underrun of the 
incurred when compared with the direct estimated casts. 

labor hours originally estimated under eg) In adjusting the fixed fee. consld- 
the entire contract, then it would be ob- eration may be given to Including an 
vious that very little fabrication or amount for the work accomplished by 
work-in-process had been performed on the contractor in settling its subcon- 
the material. In such case, the allow- tracts, provided the fixed fee will not be 
able percentage of fixed fee relating to based on the amount of the subcontract 
the direct material should be considered settlements. 

in the nature of a handling change and (h) It is not necessary to agree on the 
weighted lower than other categories of amount of fixed fee applicable to each 
costs. This same method of evaluation element of the termination claim: a 
can be applied to tooling costs, engineer- lump-sum fee may be agreed upon, 
ing. and other costs listed in the claim. However, under no circumstances will 

(d) In evaluating the category of tool- • the fixed fee, either as it may be negotl- 
ing costs, care should be taken to ascer- a ted as to each category of the claim or 
tain if the completed tooling on hand at as a lump sum. be used as a device for 
the time of termination represents all allowing the contractor either costs or 
the tooling required under the entire fixed fee which would otherwise be dis¬ 
con tract. The fact that the contractor allowable. 

has on hand complete tooling in connec- (i) The foregoing methods of adjust- 
tion with that portion of the contract Ing the fixed fee are applicable whether 
which has been performed does not mean the termination involved is a part ial or 
that the tooling is 100 percent complete, complete termination of o CPFF 
In order for the tooling to be 100 percent contract. 

complete, it must be all the tooling, in- <J) If a contract is canceled for the 
eluding maintenance of such tooling default of a contractor, the amount of 
which would have been required had the fixed fee which may be allowed under the 
contract been fully performed. standard CPFF Termination clause Is 

<e) The ratio of costs incurred to the determined on the basis of the number 
total estimated costs of performing the of completed items delivered under the 
contract is another method of determin- contract in relation to the total number 
ing percentage of completion. However, of such items called for under the entire 
Inasmuch as any substantial overrun or contract. For example, if the contract 
underrun could result in a misleading calls for 100 units and on the effective 
percentage, and since this method does date of the default termination the con- 
not take into, consideration the various tractor has delivered one completed unit, 
degrees of complexities or difficulties of the fixed fee allowable would be 1/100 
the work accomplished, this method will of the total fixed fee under the contract, 
rarely be used. Its real value lies In its If no items have been completed and de- 
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llvered. the contractor Is not entitled to 
any fee regardless of the status of 
completion of work under the contract. 

5 1008.514 Cost-type contracts: par- 
tial termination. In order that the ter¬ 
mination contracting officer may prop¬ 
erly evaluate and adjust the fixed fee it Is 
necessary that he ascertain the costs 
Incurred allocable to the terminated 
portion of the contract. To the extent 
possible, actual costs incurred should be 
obtained; however, If they arc unavail¬ 
able, reliable estimated costs may be used 
to expedite the settlement. The amount 
of the fixed fee pertaining to the work 
performed on the terminated portion of 
the contract is then negotiated. The 
settlement will reflect a decrease in the 
fixed fee ascertained by deducting from 
the total amount of the fixed fee 
allocable to the terminated portion of the 
contract the amount negotiated as com¬ 
pensation for work performed under the 
terminated portion. The decrease in es¬ 
timated costs is established by deducting 
from tlie estimated costs allocable to the 
terminated portion of the contract the 
actual or estimated casts incurred in 
connection with the terminated portion. 
An amendment to the contract, substan¬ 
tially as set forth In $ 1008.712-50, should 
then be executed to decrease and reestab¬ 
lish the total fixed fee and estimated costs 
under the contract as a result of the par¬ 
tial termination. This amendment, un¬ 
like the settlement agreement in the case 
of a complete termination of the contract, 
does not provide for payment of the 
amount agreed upon os a result of the 
termination. It reestablishes the total 
contract price and the amount of. the 
fixed fee, thus enabling the contractor to 
obtain reimbursement by the submission 
of a Standard Form 1034 voucher under 
the contract as amended. 

5 1008.515 Audit of settlement pro¬ 
posals and of subcontract settlements . 

(a) Every settlement proposal, whether 
that of a contractor or subcontractor, will 
be subject to an accounting examination 
and recommendations regardless of the 
amount involved. 

(b) Each contractor and each sub¬ 
contractor is required to certify that he 
has examined the settlement proposals of 
his immediate subcontractors regardless 
of the amount of the settlement pro¬ 
posals. *1710 termination contracting 
officer will satisfy himself that the re¬ 
viewing contractor or higher tier subcon¬ 
tractor has established an adequate sys¬ 
tem for the examination of these settle¬ 
ment proposals, and that accounting ex¬ 
aminations arc accomplished by compe¬ 
tent accounting personnel. The termi¬ 
nation contracting officer will require the 
contractor to submit a copy of the ac¬ 
counting examination to him when the 
subcontractor's settlement proposal Is 
submitted for ratification or approval. 

5 1008.510 Contracting officer's nego- 
tiation memorandum, (a) The settle¬ 
ment memorandum, which is required 
for every settlement regardless of the 
amount involved, will be prepared in such 
a manner that standing nlone it will Im¬ 
part to any reviewing authority a com¬ 
plete narrative summary of the termina¬ 
tion settlement. 


(b) If a lump-sum settlement has been 
negotiated, the settlement memorandum 
will set forth tn narrative form the vari¬ 
ous factors considered by the termination 
contracting officer as to each element of 
the claim and indicate generally the ex¬ 
tent to which the contracting officer con¬ 
sidered the item in determining the 
amount of the lump sum settlement. If 
it was agreed that any item was disal¬ 
lowed completely, that should be indi¬ 
cated. It is not necessary, however, that 
a specific amount for each element be 
stated unless the negotiation resulted in 
agreements for individual elements of the 
settlement proposal. 

(c) If the negotiated settlement was 

agreed upon on an Item-by-item basis, 
the termination contracting officer will 
set forth the specific amounts allowed 
and disallowed for each item of the claim 
ns well as a narrative explanation of the 
factors considered. ^ 

5 1008.518 Settlement o/ subcontract 
claims. 

5 1008.518-2 Duty of prime contractor 
and subcontractor. Each contractor and 
each subcontractor will carefully ex¬ 
amine and approve each settlement pro¬ 
posal submitted to him by a lower tier 
subcontractor. Each contractor and sub¬ 
contractor will use his own staff to ac¬ 
complish these functions. 

§ 1008.518-4 Basis of settlement. It 
Is not required that subcontractors' 
claims be filed on the standardized forms. 
It is essential that the Information be 
compiled in a form acceptable to the ter¬ 
mination contracting officer, and It is 
mandatory that the certificates set forth 
on the standardized forms be executed in 
the applicable situations. 

5 1008.518-6 Authorization for settle¬ 
ment under $10,000 of subcontractors' 
termination proposals without approval 
or ratification, (a) The termination con¬ 
tracting officer has the authority to grant 
the contractor authorization for settle¬ 
ments with subcontractors under $1,000. 

(b) The termination contracting offi¬ 
cer may authorize the contractor to 
settle with its subcontractors when the 
settlement is over $1,000 and under 
$10,000. This authorization may be for 
any amount which the termination con¬ 
tracting officer has determined the con¬ 
tractor is capable of settling but cannot 
be in excess of $10,000. 

(c> The termination contracting offi¬ 
cer will periodically selectively review 
the settlements made by the contractor, 
particularly checking allocability to the 
terminated portion of the contract, and 
will evidence such reviews in the docket 
file by appropriate memorandum setting 
forth in detail the date and extent of 
reviews and his findings. Any subcon¬ 
tractor settlements which are not allo¬ 
cable as disclosed by such periodic 
reviews will not be included in the settle¬ 
ment with the contractor. 

(d) Plant Clearance Provisions. Con¬ 
tractor may dispose of all termination 
inventory where the termination settle¬ 
ment of a subcontractor's claim is within 
the limits of the delegation of authority 
without being subject to 55 8.614-1 (a> # 
8 614-4, and 8 614-5 (a) of this title. 
Where the subcontractor has on hand 


completed articles allocable to the termi¬ 
nated subcontract, disposal of such com¬ 
pleted articles may be accomplished 
without screening provided the total of 
the amount represented by the com¬ 
pleted articles <at the subcontract price* 
added to the termination settlement does 
not exceed the authority granted to the 
prime conractor. (See examples A and 
B below.) Where the cost of the com¬ 
pleted articles (at the subcontract price) 
when added to the amount of the sub¬ 
contract settlement exceeds the contrac¬ 
tor’s authority, disposition of all such 
completed articles Is subject to all the 
provisions of ft 8.614 of this title. <See 
examples C and D below.) 

Example A ($10,000 subcontract auth ;na¬ 
tion) : 

Subcontract termination (Inven¬ 
tory $5,000). 

Settlement (Other costs $1.000)_$6.00Q 

Completed articles___ :y ooo 

Total.. 9.000 

Example n ($6,000 subcontract au¬ 
thorization) : 

Subcontract termination (Inven¬ 
tory $2,000). 

Settlement (Other costa $1,500)_3. 500 

Completed articles.. 2, ooo 


Total--- 5.5C0 

In examples A and B the total is less 
than the authorization: the completed 
articles and the inventory are excepted 
from 55 8 614-1 (a), 8.614-4, and 8 614-5 
(a) of this title. 

Example. C ($10,000 subcontract au¬ 
thorization ): 

Subcontract termination (Inven¬ 
tory $4,000). 

Settlement (Other cos\a $1,000)_13.000 

Completed articles_ 7.000 

Total-12.000 

Example D ($6,000 subcontract au¬ 
thorization) : 

Subcontract termination (Inven¬ 
tory $2.500). 

Settlement (Other costa $1,600)_ « 000 

Completed articles_.... 3 000 

Total_ 1,000 

In examples C and D the total is In ex¬ 
cess of the authorization. The Inventory 
will be excepted from 518.614-1 (a), 
8.614-4. and 8 614-5 (a) of this title The 
total value of the completed articles (not 
merely the amount in excess of the au¬ 
thorization) will be subject to all the 
provisions of 5 8.614 of this title. 

(e) The authorization which may be 
granted under 5 8 516-6 of this title by 
the termination contracting officer to » 
contractor will be made in writing. Such 
authorization does not empower the con¬ 
tractor, either expressly or by implica¬ 
tion, to grant similar authority to its 
subcontractors. However, a subcontrac¬ 
tor may be granted such authority cither 
by the termination contracting officer 
having cognizance over the settlement 
of the applicable terminated prime con¬ 
tract, or by a termination contracting 
officer located in the geographical ares 
of, or having cognizance over, the sub¬ 
contractor's AF work. 

5 1008.518-11 Government assistant* 
in settlement of subcontracts —(a) Gen¬ 
era/. Basic termination policy requires 
prime contractors to settle the termini 
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tion claims of their subcontractors. A 
subcontractor lias no contractual rights 
directly against the Government upon 
the termination of a prime contract. 
The rights of the subcontractor are 
against the prime contractor or inter¬ 
mediate subcontractor who is directly 
obligated to it on the subcontract it 
holds. It is recognized, however, that the 
amount of the subcontract termination 
settlement eventually becomes a part of 
the prime contract termination settle¬ 
ment upon approval by the Government. 
In certain instances, therefore, it is ad¬ 
visable for the termination contracting 
officer to participate in the negotiation 
settlements between the prime con¬ 
tractor and subcontractor; this would 
be so, particularly, in cases where large 
and substantial sums are involved. In 
addition, there may be instances where 
because of the distances Involved or for 
other reasons assistance by the Govern¬ 
ment in settling the terminated subcon¬ 
tract Is advisable. 

<b> Circumstances permitting Gov¬ 
ernment assistance. Under some cir¬ 
cumstances, the termination contracting 
officer may assist the prime contractor In 
settling his subcontracts. However, it is 
emphasized that assistance should be 
provided only in exceptional cases where 
the interests of the Government may be 
served best. An example is a situation 
where the prime contractor has made all 
reasonable efforts to negotiate a settle¬ 
ment of subcontractor’s claims, such 
efforts are unsuccessful or appear un¬ 
likely to meet with success, and assist¬ 
ance by the Government will facilitate 
expeditious settlement of the prime 
contract. 

Inter-AM A referral for negotia¬ 
tion. The termination contracting offi¬ 
cer will obtain the prime contractor's 
consent and prepare in triplicate a let¬ 
ter of transmittal of the subcontract 
case for negotiation. The letter of trans¬ 
mittal will contain (or inclose In tripli¬ 
cate» the following: 

(i> Name and address of prime con¬ 
tractor. 

Prime contract number. 

<3> Termination docket number. 

<4 > Name and address of subcontrac¬ 
tor. 

<5» Copy of terminated subcontract 

<6> Copy of Termination Notice sent 
by prime contractor to subcontractor. 

(7) statement of payments made for 
completed items and any other advance 
or partial payments. 

( 8j Copy of termination claim filed by 
subcontractor if a claim has been filed. 

Specific detailed reasons In sup¬ 
port of referral for direct negotiation of 
subcontractor’s claim by the Govern¬ 
ment. 

< 10) Copy of correspondence contain¬ 
ing written consent given by the prime 
contractor to direct negotiation on be- 
***** °* *he Prime contractor by the Gov¬ 
ernment of subcontractor’s termination 
claim. 

( il> Identification of assignees, stire- 
^ca, and guarantors of the subcontrac- 


,J! a> A summary of all prior neeotia- 
th m ;** wcen the prime contractor and 
the subcontractor. 


(13) Such ofc er available information 
as may be helpful In negotiations and 
processing of subcontractor’s claim. 

(d) Action by AM A and/or APD office 
in which the subcontractor is located. 
Upon receipt of a letter of transmittal 
of a subcontract case for negotiation, the 
chief of the APD or the AFPR having 
Jurisdiction over the subcontractor will 
assign a contracting officer and any other 
personnel necessary to administer the 
negotiation of the amount due the sub¬ 
contractor. The termination contract¬ 
ing officer to whom the subcontract is 
assigned will have complete charge of 
and responsibility for handling the sub¬ 
contractor’s claim and will perform the 
duties normally required in the negotia¬ 
tion of the amount due a prime contrac¬ 
tor on a termination claim. Appropriate 
assistance in plant clearance matters 
will be furnished by the office in whose 
jurisdiction the subcontractor Is located. 
The final summary of plant clearance 
activities by the plant clearance officer 
will be made directly to the contracting 
officer to whom the subcontract is as¬ 
signed. instead of the contracting officer • 
administering the prime contract. Di¬ 
rect communication between the con¬ 
tracting officer administering the ter¬ 
minated subcontract and the contract¬ 
ing officer administering th : prime con-* 
tract is authorized. 

(e) Agreement as to the amount due 
subcontractor. When the subcontractor 
and the contracting officer have agreed 
as to the amount due on the subcon¬ 
tractor’s termination claim, the contract¬ 
ing officer will execute a certificate with 
respect to such agreement. If no agree¬ 
ment can be reached after a reasonable 
period of negotiation, the contracting 
officer will return the subcontract file 
to the contracting officer administering 
the terminated prime contract, with a 
summary of the negotiations and the 
principal bases for disagreement. Every 
reasonable effort should be made, how¬ 
ever, to establish the amount due the 
subcontractor by negotiation. 

(f) Payment. The contracting officer 
administering the negotiation of the 
amount due the subcontractor will fur¬ 
nish the subcontractor a copy of the 
certificate. Payment in these cases will 
be made through the prime contractor 
Just as in any other termination subcon¬ 
tract settlement subject to any right of 
set-off which the prime contractor may 
have against the subcontractor. 

<g> Common subcontractors. The pro¬ 
cedures in this section may be used with 
respect to any subcontractor who is as¬ 
certained by the cognizant chief, APD. 
to be a common subcontractor for sub¬ 
stantially the same material under more 
than one unsettled terminated prime 
contract. 

(h> Tripartite settlements. In certain 
exceptional instances both a tripartite 
negotiation and settlement agreement 
may be deemed advisable. Payment of 
the amount of settlement in such cases 
should be made through the prime 
contractor. 

9 1008.518-12 Assignment of rights 
under subcontracts. IS the Government 
assumes the direct settlement of a sub¬ 
contractor termination claim under the 


assignment-of-rights provision of the 
standard termination clauses, the termi¬ 
nation contracting officer will obtain a 
written assignment from the contractor. 
When the settlement has been agreed 
upon between the subcontractor and the 
termination contracting officer, the 
parties will enter Into a bilateral settle¬ 
ment agreement substantially in the 
form set forth in 9 1008.712-54. 

9 1008 518-13 Settlement of subcon¬ 
tracts assigned to the Government —(a) 
General. In exceptional cases it may be 
advisable or Appropriate for the Govern¬ 
ment to assume for direct settlement the 
termination claim of a terminated sub¬ 
contractor. If the termination contract¬ 
ing officer handling a prime contractor’s 
termination claim is of the opinion, 
from all the facts, that the interests of 
the Government may best be served by 
effecting a direct settlement of the sub¬ 
contractor’s termination claim, the pro¬ 
cedure In paragraph (b> of this section 
will be followed. The following are some 
examples of situations in which the best 
Interests of the Government would be 
served by effecting direct settlements 
with subcontractors: 

(1» If a subcontractor is the sole source 
for a product and it appears that a delay 
by the prime contractor in settlement of 
its claim will jeopardize the financial 
position or structure of tho subcon¬ 
tractor. 

(2) If the business relationship be¬ 
tween a contractor and a subcontractor 
has deteriorated to such an extent that 
fairness or the best interests of the Gov¬ 
ernment require a direct settlement with 
the subcontractor. 

(3) If the matter is of such urgency 
or importance to the AP program that 
abstaining from making a direct settle¬ 
ment would impair or threaten to impair 
that program. 

(b) Procedure. (1) The termination 
contracting officer will send a letter to 
AMC, recommending and requesting ap¬ 
proval to assume the subcontractor’s 
termination claim for direct settlement. 
The contracting officer will set forth in 
the letter the pertinent facts relating to 
the claim and will specify the reasons 
relied upon by the contracting officer in 
recommending the assumption for direct 
settlement. 

(2) If the request is approved by AMC. 
the contracting officer will then obtain 
from the prime contractor an assign¬ 
ment. In addition, the contracting offi¬ 
cer should obtain from the subcontractor 
whose termination claim is being as¬ 
sumed by the Government for direct set¬ 
tlement a written concurrence. 

(3) The contracting officer will then 
process the settlement according to nor¬ 
mal termination procedures. Upon set¬ 
tlement of the termination, the contract¬ 
ing officer will prepare and enter into a 
direct settlement agreement with the 
subcontractor. 

9 1008.522 Partial payments upon 
termination. 

5 1008.522-4 Security for partial pay¬ 
ments. (a) Generally, the Government 
should take title to any property when a 
partial payment is made to the contrac¬ 
tor. In such instances, a written transfer 
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of title from the contractor to the Gov¬ 
ernment of the property, free and clear 
of any and all encumbrances thereon, 
will be obtained. Where the termination 
contracting officer deems it In the best in¬ 
terest of the Government not to accept 
title upon the making of a partial pay¬ 
ment to the contractor, a form of lien 
will be obtained from the contractor as 
security for the partial payment. 

(b) Whenever any property, upon 
which the Government has title or a lien 
by virtue of a partial payment. Is disposed 
of by a contractor pursuant to authori¬ 
zation therefor by the termination con¬ 
tracting officer, the proceeds received or 
derived from such disposal will be Im¬ 
mediately credited to. or turned over to. 
the Government in the manner directed 
by the contracting officer. 

$ 1008.550 Recoupment of renegotia¬ 
tion debts —(a) Definitions. As used 
in this section, the following terms will 
have the meanings indicated: 

U> “Defaulting contractor” is n prime 
contractor or a subcontractor in default 
in payment of its indebtedness to the 
United States for profits agreed or deter¬ 
mined to be excessive under statutory* re¬ 
negotiation proceedings. 

<2> “Default list” is the list of default¬ 
ing contractors, entitled “Contractors 
Indebted to the United States/’ issued 
periodically by the Chief. Finance Divi¬ 
sion. Comptroller Department, Hq USAF. 

ib) Responsibilities. Contracting of¬ 
ficers charged with the settlement of ter¬ 
minated contracts will determine from 
the default list the renegotiation debt 
status of each prime contractor and sub¬ 
contractor whose termination claim is in 
process of settlement. Contracting offi¬ 
cers will make a reasonable effort, under 
the circumstances of each case, to 
identify all subcontractors who have sub¬ 
mitted claims under terminated prime 
contracts for the purpose of determining 
from the default list the renegotiation 
debt status of each such subcontractor. 
Such renegotiation debt status will be 
coordinated with the appropriate finance 
officer. 

(c) Procedures. (1) The contracting 
officer negotiating a termination settle¬ 
ment will direct the prime contractor to 
make no termination payments to any 
defaulting subcontractor, except after 
withholding for the account of the Gov¬ 
ernment, the amount of subcontractor’s 
renegotiation debt to the Government. 

<2) Proof of withholding for the ac¬ 
count of the Government, or of payment 
to the Government, will be accepted by 
the contracting officer as satisfaction of 
the defaulting subcontractor's claim to 
the extent of the amount so withheld or 
paid over. 

i3) Whenever the contracting officer 
sends a finance officer a voucher for a 
partial payment or a settlement pay¬ 
ment. any of the proceeds of which 
would normally be paid to, or for the 
benefit of, any defatting contractor, he 
will attach to the voucher a statement 
enabling the finance officer to make ap¬ 
propriate deductions and requesting the 
finance officer to advise the payee of the 
deductions made. At the same time, the 
contracting officer will, by letter, advise 
the payee of the voucher as to the deduc¬ 


tions being made and as to the manner 
in which the deductions are to be given 
effect in transmitting payments down 
the contractual chain. 

$ 1008.551 Settlement of miadjustcd 
contractual changes Cf/CCs). (a) If 
the outstanding UCC’s relate to both the 
terminated and the continuing portions 
of the contract, the TCO will effect the 
termination settlement on the basis of 
the established contract price as it exists 
prior to its being adjusted as a result of 
the unadjusted contractual changes. In 
such cases, a provision should be in¬ 
cluded in the settlement agreement re¬ 
serving the contractor’s rights with re¬ 
spect to the outstanding UCC'a. If all 
the outstanding UCC's are formalized by 
the procuring contracting oUccr (buyer) 
prior to the termination settlement of 
the partial termination, the revised con¬ 
tract price will be used as the basis for 
the settlement of the partial termination. 
In such cases, a reservation of the con¬ 
tractor’s rights is not required. 

(b) Contractual documents . Prior to 
execution of the termination supple¬ 
mental settlement agreement, each UCC 
relating to the terminated portion must 
be either incorporated in an executed 
contractual instrument by the buyer, in¬ 
corporated in the termination supple¬ 
mental settlement agreement, or ex¬ 
pressly cxcluied in the termination sup¬ 
plemental settlement agreement. When 
UCC’s are formalized In the termination 
settlement, a statement and listing of 
the tJCC's which have been included in 
the settlement will be Incorporated in 
the termination supplemental settlement 
agreement. 

I 100S.555 Settlement of clahns and 
property disposal resulting from engi¬ 
neering changes . (a) Property which 

becomes obsolete or excess by reason of 
a contract mod fication or engineering 
change under a fixed-price prime con¬ 
tract will be disposed of according to 
appropriate provisions of Subpart F. 
Part 8, Chapter r. of this title, if the cost 
of the property Is involved in the con¬ 
tractor’s claim for an equitable adjust¬ 
ment in price. All property which be¬ 
comes obsolete or excess by reason of a 
contract modification or an engineering 
change under a cost-reimbursement 
contract will be disposed of according to 
appropriate provisions of Subpart F. Port 
8, Chapter I. of this title. If such obso¬ 
lete or excess property has been retained 
or disposed of by the contractor at prices 
approved by the contracting officer or 
properly authorized plant clearance offi¬ 
cer. according to Subpart F, Part 8. 
Chapter I. of this title, the amount 
agreed upon for the retention or the 
amount realized from the disposition 
will be recognized as the proper credit 
to be allowed for the property by the 
contracting officer, Hq AMC, or the con¬ 
tracting officer of the appropriate AMC 
field procurement activity, responsible 
for negotiating the adjustment necessi¬ 
tated by the change. 

<b) If contract modifications or engi¬ 
neering changes In prime contracts re¬ 
sult in a total or partial cancellation of 
any subcontracts, the provisions of Part 
8, Chapter I, of this title will be followed 


In determining the amount of the sub¬ 
contract cancellation charges and in dis- 
posing of the subcontractor's termina¬ 
tion inventories to be included m the 
contractor’s claim for equitable adjust- 
ment. The amount of any such sub¬ 
contract settlements which have been 
approved or ratified by a contractm* 
officer will be accepted as a proper cat 
by the contracting officer, Hq AMC. 
responsible for negotiating the equitable 
adjustment necessitated by the chnn&e. 
and, in the case of cost-reimbutM meat- 
type contracts, will be recognized os a 
reimbursable item of cost by the ad¬ 
ministrative contracting officer respon¬ 
sible for certifying the public voucher 
covering such costs. 

<c) Procedure. (1) Costs quoted as a 
part of Engineering Change Proposals 
submitted by contractors may be based 
upon preliminary estimates, includins 
the estimated cost of settling subcon¬ 
tracts to be terminated and estmiated 
property disposal credits. CCN’s may be 
issued on such proposals based upon 
those estimates. 

12) To the extent that supplemental 
agreements that formalize CCN’s involve 
subcontract cancellation charges and 
property disposal credits, they* will be 
based upon actual settlement cost> and 
actual credits. 

(1) If the quotation to be formalized 
by a contract supplemental agreement 
Involves charges for property made ob¬ 
solete or excess by reason of a contract 
modification or engineering change, and 
the property disposal action has been 
completed, the contractor will be re¬ 
quired to indicate: The manner In which 
credit has been, or Is to be. allowed the 
Government for such property, or that 
that property has been turned over to 
the Government. To the extent that 
property has been turned over to the 
Government, the quotation will be ac¬ 
companied by an inventory of such 
property. In order that there is no delay 
In Issuance of supplemental agreements* 
In the event property disposition Is in¬ 
complete at the time the supplemental 
agreement can otherwise be accom¬ 
plished. property disposal credits may be 
excluded from the supplemental agree¬ 
ment and reserved for future settlement 
by appropriate reference in the supple¬ 
mental agreement. In this event, the 
property will be accounted for, and any 
credits may be accumulated and sutee- 
quently credited to the contract provided 
there is no undue delay in processing the 
credits. 

til) If it is impractical to segresBt* 
property disposal credits by supple¬ 
mental agreement or by contract, such 
credits may be allowed to the Govern¬ 
ment in such other mnnner as the con¬ 
tracting officer may approve, provided 
such credits to the Government fully 
reflect actual, not estimated, property 
disposal credits to which the Govern¬ 
ment is entitled. In this case, the con¬ 
tracting officer must determine that the 
Government's interests in the disposal 
credits are fully protected. 

(ill) If the quotations to be formalized 
by a supplemental agreement involve 
any subcontract cancellation charge*, 
the contractor will be required to indi¬ 
cate that the charges represent actual 
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settlements approved or ratified by a 
contracting officer. In order that there 
will be no delay In Issuance of a supple¬ 
mental agreement, in the event It Is Im¬ 
possible to agree upon actual subcon¬ 
tractor cancellation charges at the time 
the supplemental agreement Is accom¬ 
plished. such charges may be excluded 
and reserved for future settlement, pro¬ 
vided the contractor submits with his 
proposal a list of the subcontracts to be 
adjusted and an estimate of the maxi¬ 
mum amount of funds required for 
settlement of the excluded subcontracts. 
In such case, the supplemental agree¬ 
ment accomplishing the adjustment will 
specifically exclude subcontracts not yet 
settled and will Include an agreement 
for the settlement of the excluded sub¬ 
contracts at a later date, and subsequent 
quotations may be submitted, including 
actual subcontract cancellation charges, 
and formalized by supplemental agree¬ 
ment. < Subcontract cancellation charges 
subsequently submitted may be accumu¬ 
lated for incorporation in a supplemental 
agreement provided they are referenced 
to the applicable change orders which 
generated such cancellation charges.) 

<d> Price contractor s cost-reimburse¬ 
ment type proposal for adjustment in fee. 
Proposals of a cost-reimbursement type 
for adjustment In fixed fee by reason of 
an engineering change may. in the ab¬ 
sence of actual known costs and to the 
extent deemed proper by the contracting 
officer, be based on estimates. In ad¬ 
justing the prime contractor's fixed fee. 
the amount of subcontractors' termina¬ 
tion claim settlements will not be used 
as the basis for the adjustment. How¬ 
ever. consideration may be given in 
adjusting the prime contractor's fixed 
fee to the work performed under the 
terminated subcontracts and the work 
accomplished by the prime contractor 
in effecting settlements of its termi¬ 
nated subcontracts. 


SU6PAKT f—TttMINATION INVINTOtY 

5 1008.600 Scope of subpart. If prop¬ 
erty which has become obsolete or excess 
by reason of a contract modification, en¬ 
gineering change, or price redeter mi na¬ 
tion. has been retained or disposed of by 
the contractor at prices approved by the 
contracting officer, or properly author¬ 
ized plant clearance officer, according to 
this subpart, the amount agreed upon for 
the retention or the amount realized for 
the disposition will be recognized as the 
proper credit to be allowed for the prop¬ 
erty by the contracting officer responsible 
jor negotiating the adjustment necessi¬ 
tated by the change or the price redetcr- 
znination clause. 


I 1008.601 General policies. 

5 1008.601-2 Responsibility for sale 
The contractor is required to use il 
pest efforts to sell termination inventor: 
including termination inventory In th 
Possession of subcontractors, in the man 
limes » 1° the extent, and c 
the price or prices directed or authorize 
2, termination contracting office 
with respect to property which has be 
. t XCCS8 other than by termination < 
contract, the contractor may be ri 
qutred under the terms of the contract t 
render assistance in the sales thereof. 

No. 


this Instance the plant clearance officer 
or the termination contracting officer w ill 
follow the terms of the contract. In the 
absence of a contractual provision, the 
contractor’s assistance wdll be requested. 

(b) Contractors may retain termina¬ 
tion inventory or otherwise effect dispo¬ 
sal if the Government does not exercise 
its option to acquire title to such termi¬ 
nation inventory. When this informa¬ 
tion is available, the option will be set 
forth in the Notice of Termination: oth¬ 
erwise the Government will notify the 
contractor as soon as possible. 

§ 1008.603 Inventory schedules. 

€ 1008.603-1 Submission of inventory 
schedules. Termination Inventory 
schedules are prepared by the contractor 
with the aid and assistance of the plant 
clearance officer and generally serve two 
principal purposes: To support the 
amount of inventory* costs included in the 
contractor's claim, and to aid in arrang¬ 
ing for the removal, storage, sale, or 
other disposition of contractor inventory. 
All property resulting from terminations, 
chhnges, or completions of contracts 
must be listed on termination inventory 
schedules, including excess Government- 
owned property and any other contrac¬ 
tor-owned property which the Govern¬ 
ment is obligated, or has an option, to 
take over for any reason. 

i 1008.608 Sale or other disposition of 
termination inventory . 

ft 1008.608-2 Competitive sales. <a> 
Contractor sales: Contractor sales in¬ 
clude all sales of termination inventory 
made by AP contractors, whether or not 
such sales are subject to approval of a 
contracting officer. Contractor sales may 
be made of property owned by the con¬ 
tractor or by the Government, if the Gov¬ 
ernment has the right to receive the pro¬ 
ceeds of sale or a credit for such proceeds. 
If a sales contract requires approval of a 
contracting officer, any plant clearance 
officer may be designated as an author¬ 
ized representative of the contracting 
officer. Sales are to be evidenced by 
forms used by the contractor provided 
they are consonant with good business 
practices. 

<b) Direct sales: Direct sales include 
all sales made by contracting officers or 
plant clearance officers, and may only be 
made of property owned by the Govern¬ 
ment. In no case will property be dis¬ 
posed of by direct sale when provisions 
exist for crediting the proceeds of a con¬ 
tractor sale to an AP contract or termi¬ 
nation settlement claim, or where the 
contractor has Incurred expenses In ef¬ 
fecting the sale. 

<c) The following additions to Gen¬ 
eral Sale Terms and Conditions, will be 
made a part, by attachment, of any 
invitation for bid which offers for sale 
definite quantities of property on a unit- 
price basis. Such additions will be ap¬ 
propriately numbered as indicated in this 
paragraph. 

No. 17. Deposits or bonds to accompany 
bids. Bids must be accompanied by bid 
deposits of cashier’* check, certified check 
or postal money order made payable to the 
Treasurer of the United Stale*, bonds or 
notee of the United States (at par value) 
deposited to accordance with Treasury De¬ 


partment Regulations or by a bid bond on 
the standard Government form (U. 8. Stand* 
ard Form 24) In on amount equal to at 
least 20 percent of the total sum of the bid. 
Bids received not accompanied by the re¬ 
quired bid deposit or bid bond may not be 
considered. If the bidder does not receive 
an award, or If a bid depoait exceeds the 
total sum bid on the items accepted by tho 
Government, such bid deposit or excess 
thereof will be promptly returned to the 
bidder or purchaser. In other cases, the 
bid deposit wiU be retained as a guaranty 
for faithful performance of the contract: 
Provided, however. That If a bid bond is 
submitted, it must be replaced Immediately 
upon the acceptance of the bid by a per¬ 
formance bond on the Standard Government 
form (U. 8. Standard Form 25) in an amount 
equal to at least 20 percent of the total sum 
of the items awarded or the bidder may 
deposit cashier's check, certified check, or 
postal money order made payable to the 
Treasurer of th© United States or bonds or 
notes of the United States (at par value) 
deposited In accordance with Treasury De¬ 
partment Regulations but such performance 
bonds or deposit shall not In any event ex¬ 
ceed 100 percent of the award: And prortded 
further, That If the deposit consists of 
cashier's check, certified check, postal money 
order, or United States bonds or notea and 
the contract by Its terms cannot be per¬ 
formed in less than 30 days, the purchaser 
shall have the option of substituting a per¬ 
formance bond on U. 8. Standard Form 26 In 
an amount equal to 20 percent of the total 
sum of the Items awarded. 

ATo. IS. Cash payment. Notwithstanding 
the provisions of the clause entitled "Pay¬ 
ment." payment in cosh will not be accepted 
under this contract. 

No. 19. Damage to property of a Govern¬ 
ment oontractor. The purchaser shall re¬ 
imburse the Government for any damage to 
the property of a Government contractor or 
subcontractor caused by the removal opera¬ 
tions of the purchaser. 

No. 20. Adjustment for uartofton in quan¬ 
tity. When property is sold on a unit-price 
basis, the Government reserves the right to 
vary the quantity tendered or delivered to 
the purchaser by 10 percent. If the Govern¬ 
ment tenders or delivers a quantity up to 
10 percent in excess of thst stated in the 
invitation for bid. the purchaser agrees to 
accept such quantity and pay the Govern¬ 
ment therefor at th© unit price set forth In 
this contract. If the Government tenders 
or delivers a quantity less than that stated 
in the invitation for bid. the purchaser 
agrees to accept the quantity tendered or 
delivered unless the variation exoeed* 10 
percent of the quantity stated in the invita¬ 
tion for bid. In such event the Govern¬ 
ment will refund the purchaser the differ¬ 
ence between the quantity paid for and the 
quantity delivered, calculated upon the basts 
of the unit price set forth in this contract. 

No. 21. Liability for damage. The Gov¬ 
ernment accepts no liability for damages to 
the purchaser's equipment to It* employees 
or to anything or person whatsoever. 

No. 22. Nondi sort mi nation in employment. 
(Insert the clause set forth In ASPR 12-804 
(32 CFR 12.804). substituting tbe word "pur¬ 
chaser" for "contractor" wherever found in 
this clause.) 

No. 22. Warranty against multiplicity of 
bids. II an individual or partner, the bidder 
warrants that be has no property interest 
In any other bidder, who, to his knowledge, 
has submitted a bid In response to the same 
Item number<s) in this invitation as bid 
herein: If a corporation, the bidder war¬ 
rants that It is not affiliated by stock owner¬ 
ship or community or financial Interest with 
any other corporation which, to the knowl¬ 
edge of the corporate signatory, has sub¬ 
mitted a bid in response to the same Item 
number or numbers of tbe invitation as 
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bid herein. If it should be determined that 
the bidder haa ouch an interest, then hie 
bid. together with such other bid or bids, 
may be rejected. 

No. 24. Scrap warranty. With respect to 
all scrap covered by this contract the Pur¬ 
chaser upon request, will execute a scrap 
warrant to the Government. 

No 25. Interest warranty. The Purchaser 
warrants that be Is not an officer or enlisted 
member of the Armed Forces of the United 
States, or a member of the immediate house¬ 
hold of such officer or enlisted member, and 
further that he Is not an officer or employee 
of the United 8tates. nor an agent for any 
of the above mentioned persons. 

<d> When property Is sold on an in* 
definite quantity unit-price basis. Gen¬ 
eral Sale Terms and Conditions 18. 19. 
and 20. os indicated In paragraph (c) of 
this section, will be changed to read as 
follows: 

No, 18 Contract period , termination, and 
payment. 

(11 Contract Period. This contract wUI ex¬ 
tend from_____... or from 

dste of Government's acceptance. If subse¬ 
quent thereto, through____ both 

dates inclusive, unless sooner terminated 
under the provisions of this contract. 

(li) Termination. This contract shall re¬ 
main effective untU date of expiration pro¬ 
vided that It may be earlier terminated at 
the convenience of the Government upon 10 
days' notice In writing given by the Con¬ 
tracting Officer to the Purchaser. 

<ill| Payment. Notwithstanding the pro¬ 
visions of the clause entitled ‘‘Payment." 
payment In cash will not be accepted under 
this contract. The Contracting Officer or 
Plant Clearance Officer will Issue invoices to 
the Purchaser as deemed advisable to the 
best Interest of the Government and the 
Purchaser will submit payment as Invoiced 
within five days from date of receipt of such 
Invoice. 

No 19. Delivery and removal. Removal of 
the property will be made at the discretion 
of the Contracting Officer or Plant Clearance 
Officer and will be made by the Purchaser at 
such time and from such location as may be 
directed by the Plant Clearance Officer. The 
Purchaser shall reimburse the Government 
for any damage to Government property or 
to the property of a Government Contractor 
caused by the removal operations of the 
Purchaser. 

No. 20. Adjustment and variation in quan¬ 
tity The quantities of the various Items 
listed are based upon the best information 
available and in each case represent the esti¬ 
mated and not the actual amounts which 
will be available for delivery during the pe¬ 
riod stated herein. Any variation between 
the quantity or weight for such item ten¬ 
dered and delivered to the Purchaser will be 
adjusted on the basis of the unit price 
quoted for such items but no adjustment for 
such variation will be made where an award 
is made on a "price for the lot" basis. 

$ 1008.608-4 Proceeds of sale . The 
proceeds of any such sale or acquisition 
will be credited to the contract under 
which the property was purchased, or In 
such other manner as the termination 
contracting officer may approve, and will 
be based on actual, rather than esti¬ 
mated. property disposal credits to which 
the Government is entitled. If it is im¬ 
practicable to segregate property dis¬ 
posal credits by contract? the termina¬ 
tion contracting officer may approve 
allowances of credits In any manner de¬ 
termined to fully protect the Interests of 
the Government. 
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* 1008 608-6 Applicability of antitrust 
laws, (a) Pursuant to $ 8.608-6 of this 
title, whenever property with a total ac¬ 
quisition cost to the Government of 
$1,000,000 or more is offered for sale by 
competitive bid. a provision, comparable 
to the following statement, will be in¬ 
cluded in the invitation for bids: 

If. under thu invitation, a bidder U the 
successful bidder on property with a total 
acquisition cost to the Government of 
11.000.000 or more, the award will be subject 
to a determination by the Attorney General 
that the award would not be Incompatible 
with existing antitrust laws. 

(b) In a negotiated sale of property 
with a total acquisition cost of $1,000,000 
or more, the prospective purchaser will 
be informed that final consummation of 
the sale is subject to determination by 
the Attorney General that the sale would 
not be incompatible with existing anti¬ 
trust laws. 

$ 1008 610 Destruction or abandon¬ 
ment. If the acquisition cost of mate¬ 
rial, including Government-furnished 
property, exceeds $1,000. it will not be 
destroyed or abandoned without prior 
approval of a property disposal review 
board according to the provisions of 
§ 8 613-2 (d) of this title. If the acqui¬ 
sition cost of the materia), including 
Government-furnished property, exceeds 
$100,000, it will not be destroyed or aban¬ 
doned without obtaining the additional 
prior approval of the Property Disposal 
Review Board located at Hq AMC. 

$ 1008.612 Removal and storage. 

1 1008 612-50 Storage of contractor 
inventory at no cost to the Government. 
<a) The procedures outlined herein are 
designed for use where storage of AF 
property, which has become excess by 
reason of changes, terminations, expira¬ 
tions. or completions of AF contracts, will 
be accomplished by the contractor at no 
cost to the Government. 

<b> The plant clearance officer, sub¬ 
ject to the approval of the contracting 
officer, will have prepared an appropriate 
storage contract. The agreement should 
be executed by an official of the contrac¬ 
tor and the contracting officer. 

(d Care will be taken to insure that 
the cost of storage which is purported to 
be at no cost to the Government is not 
being recovered by the contractor as an 
indirect charge to other Government 
work unless expressly approved by the 
contracting officer. 

(d) Where it is anticipated that there 
may be future additional storage require¬ 
ments for property generated under any 
of the contractor's AF contracts, and 
that such storage may also be at no cost, 
the storage contract may be made "open- 
end." 

5 1008.613 Review of property dis¬ 
posal. 

5 1008 613-1 Property disposal review 
boards. The prohibition against a per¬ 
son serving in any action in which he 
participated will not be interpreted to 
prevent plant clearance personnel from 
appearing before the board or from giv¬ 
ing technical advice or statements of 
opinion at the request of the plant clear¬ 
ance officer or the board. 


I 1008.614 Subcontractor termination 
inventory. If settlement of subcontrac¬ 
tors* termination proposals under $1,000, 
or between $1,000 and $10,000. without 
approval or ratification Is authorized, 
no screening or referral action is re¬ 
quired. In the absence of the authort- 
zation noted, subcontractors* Inventories 
located outside the geographical area of 
the termination contracting officer may 
be referred to the plant clearance officer 
in the area in which the subcontractor 
Is located for the purpose of effecting 
plant clearance action. When referrals 
for plant clearance of subcontractors' 
inventories are made, the termination 
contracting officer and the plant clear¬ 
ance officer will observe the following: 

(a) In the initial conference to be 
held with the prime contractor, or si 
soon thereafter as practicable, the con¬ 
tracting officer and plant clearance of¬ 
ficer charged with reviewing subcon¬ 
tractors* claims resulting from the term¬ 
ination or modification of the prime con¬ 
tract. will obtain the following informa¬ 
tion whenever subcontractor s inventory 
is involved. 

(1) Name and address of all subcon¬ 
tractors whose subcontracts have been 
or will be terminated. 

<2> Purchase order numbers assigned 
by the prime contractor to all terminated 
subcontractors. 

(3) Copy of termination notice issued 
to each subcontractor. 

<4> Approximate acquisition cost of 
inventory, if known. 

The plant clearance officer should in¬ 
form the prime contractor of the need 
for properly instructing subcontractors 
in the preparation of inventory sched¬ 
ules. 

<b> All Inventory schedules prepared 
by the subcontractor will be submitted 
by the subcontractor (certified by him 
as to allocabllity to the terminated con¬ 
tract i to the prime contractor. Partial 
schedules covering substantial portions 
of contractor inventory may be submit¬ 
ted. in which case a prime contractor 
will indicate by written certificate 
whether the property listed is allocable 
to the subcontractor’s terminated con¬ 
tract. and wltl deliver the schedules to 
the contracting officer responsible for 
reviewing subcontractors* claims. 

5 1008.653 Redistribution and dis¬ 
posal of contractor inventory; foreign- 

5 1008.653-8 Sales. <a> The contrac¬ 
tor. if called upon, is required to use its 
best efforts to sell termination inventory 
<see contract termination clause 1 , in* 
eluding termination inventory in 6* 
possession of subcontractors, in the man¬ 
ner. at the times, to the extent, and at 
the price or prices directed or authorized 
by the termination contracting officer 
Contractor’s assistance may be requested 
for the disposition of contractor inven¬ 
tory which has become excess by reason 
other than termination of contracts. Id 
those oversea areas where disposal agen¬ 
cies of the Air Force or other military 
source are established, such disposal 
agencies may be used for disposal of sur¬ 
plus contractor inventory. Local condi¬ 
tions and the economics of a particular 
situation should determine the advisabtl* 
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lty of usin* either a contractor sale or the 
services of the established disposal 
asency. Personnel of the procuring ac¬ 
tivity will not themselves undertake 
sales of surplus contractor inventory un¬ 
less specific approval Is obtained from 
the chief of the foreign procurement ac¬ 
tivity or his delegated representative. 

<b> Custom duties, taxes, or similar 
charges may be levied by certain foreign 
governments against the seller or pur¬ 
chaser of foreign excess property sold 
within their Jurisdiction. Each sales of¬ 
fering will include a statement and each 
contract will include a clause providing 
that the purchaser will pay all duties, 
taxes, etc., and furnish the AP con¬ 
tracting officer receipts therefor, prior to 
the release of the property. Since the 
laws of each country In which foreign 
excess property may be sold will govern 
the assessment and collection of duties, 
taxes, etc., the United States diplomatic 
or consular representative, in the area 
where the sales are to be made, will be 
consulted and requested to effect appro¬ 
priate arrangements with the foreign 
government concerned. 

(c) All notices of sale and all sales 
contracts will include the following pro¬ 
vision: 

The property told hereunder will not be 
Imported into the United States of America, 
unless the Secretary of Agriculture (in the 
case of suy agricultural commodity, food, or 
cotton or woolen good*). or the Secretary of 
Commerce (In the cace of any other prop¬ 
erly) hn% determined that the importation of 
•uch property would relieve domestic short- 
atr«« or otherwise be beneficial to the econo¬ 
my of the United State*, and thla aale U made 
eipressiy subject to thU condition. 


SUBPART G—FORMS 

9 1008 712-50 Supplemental settlement 
egreements for CPFF partial termina¬ 
tion*. The following supplemental agree¬ 
ment win be used in settlements of CPFF 
partial termination claims covering ad¬ 
justment of estimated cast and fixed fee. 


SUmjCMtHTAL srm-EMENT agreement 


ThU Supplemental Settlement Agreement 

entered into thU_day of.. 

— between the United State* of America, 
hereinafter called “the Government.” repre- 
lentcd by the Contracting Officer executing 

this Agreement and_____ 

(l) a corporation organised and existing 

under the laws of the State of.. 

hi) x partnership consisting of... 

(Ul) an individual doing business as .... 

---i hereinafter called “the Con- 

actor 1,%’ith its (his) principal office or 

place of business located at__ 

WUneaseth that: 


Whereas, the Contractor and the Oovern 
ment have entered into Contract AF 

%*?***<* --whld 

together wlth »uy and ail amendments 
™n*es. and supplements thereto, is here 
J!L UC T/ ererr< * 1 lo a * “ thr Contract.” th 
me being a coot-plus-a-fixed-Ice contract 


Whereas, pursuant to Clause_ 

on tract, by Notice of Termination 


of the 
dated 


TiWrt y,~ m A — - lhe Government at 

u™ \° C,nlr * CWir ot the Pacini termini 
thT«! Si* Contr »ct, u. or the date and I 
tem. 1 . !f, nt pr®™*’ 1 ln »ueh notice and aa 
bv , ! .°i21‘ ,ch ***• Contract was terminal, 
f^ uc V on « Wt hereinafter spec 

0,1 '«> the terminal, 

portion of the Contract”; and 


Whereas, the continued work under the 
Contract Is substantial and it U the desire 
of the parties hereto that an adjustment be 
made only of the estimated coat and the 
fixed fee under the Contract as a result of 
such partial termination, as hereinafter set 
out; 


- Whereas, post-termination and settle¬ 
ment expenses, as defined in the Armed 
Services Procurement Regulation, have been 
incurred by the Contractor ln connection 
with the partial termination; and It Is the 
desire of the parties hereto to determine the 
amount of the name and to provide for the 
payment thereof: (Optional) 

Now Therefore, the parties hereto agree as 
follows: 

Clause 1. Clause ...... of the Contract is 

hereby amended so as to delete therefrom 
the terminated portion of the Contract desig¬ 
nated ns follows: 


Item No. 0 Part No. 


Nomenclature Quantity Canceled 

Clause 2. The estimated cost stated In 

Clause_of the Contract relating to 

the terminated portion of the Contract la 
hereby decreased by the sum of ..—.. 

Clause 3, The Contractor's allowable coats 
for the terminated portion of the Contract 
will continue to be reimbursed on Form 
1034 cost vouchers in accordance with the 
applicable provisions of the Contract and 
of Section VIII of the Armed Services Pro¬ 
curement Regulation. 

Clause 4. The fixed fee stated In Clause 
__of the Contract relating to the termi¬ 
nated portion of the Contract Is hereby 
decreased by the sum ot__ 

Clause 5. The total sum allotted to the 
Contract Is hereby decreased by the sum 
of__ 

Clause 6. Except as hereby modified, either 
expressly or by necessary Implication, all 
the terms, covenants and conditions of the 
Contract shall remain In full force and effect. 

In Witness Whereof, the Government and 
the Contractor have executed this Supple¬ 
mental Agreement as of the date first herein 
written. 

Tnx United States or America 

By.. 

(Contracting Officer) 


(Name of Contractor) 

By...~. 

(Name) (Title) 
Business Address: 


Two Witnesses to execution by the Contrac¬ 
tor 


(Name) 


(Address) 
(Name) 


(Address) 

I.___certify that I am 

....._...__ Secretary of the corpora¬ 

tion named aa the Contractor herein: that 
...._....._who signed this Supple¬ 

mental Settlement Agreement on behalf of 

the Contractor, was theu-of 

said corporation: and that said Supplemental 
Settlement Agreement was duly signed for 
and in behalf of said corporation by au¬ 
thority of Its governing body, and Is within 
the scope of its corporate powers. 

In Witness Whereof. I have hereunto affixed 
my hand and the seal of said corporation 
this day of--19— 


[Corporate Seal 1 


f 10C8.712-51 Supplemental settle¬ 
ment agreement form lor settlement ot 
two or more termination claims. 

This Supplemental Agreement of Settle¬ 
ment entered Into this-day of ...— 

_..... 19... between the United Stale* of 

America (hereinafter called “the Govern¬ 
ment**) represented by the Contracting Offi¬ 
cer executing this Agreement, and-- 

(I) A corporation organised and existing 
under the laws of the State of__ 

(U) A partnership consisting of__ 

(lii) An individual doing business os__ 

___ (hereinafter called “the Contrac¬ 
tor*'), with its (hts) principal office or place 
of business located at___ 

Whereas, the Contractor and the Govern¬ 
ment have entered into_( ) separata 

Contract* which are set forth in Exhibit “A“ 
attached hereto and made a part hereof and 
under the respective date* aa aet forth In said 
Exhibit “A,** which contracts together with 
any and all Amendment*. Changes and Sup¬ 
plement* thereto, are hereinafter collectively 
called “the contracts**; and 

Whereas, the 'Termination For Conven¬ 
ience of Ute Government** clause of each con¬ 
tract provides that the performance of the 
work under each contract may at the con¬ 
venience of the Government be terminated 
by the Government in whole, or from time 
to time in part, whenever the Contracting 
Officer shall determine that such termina¬ 
tion Is In the best interests of the Govern¬ 
ment and that the Contractor and the Con¬ 
tracting Officer may agree upon the whole 
or any part of the amount to be paid to the 
Contractor by reason of such termination*; 
and 

Whereas, by_< ) separate 

notices of terminations dated as set forth in 
e&ld Exhibit “A” attached hereto, the Gov¬ 
ernment advised the Contractor of the com¬ 
plete terminations of the contracts for the 
convenience of the Government; and 

Whereas, as used herein the following 
terms shall have the meanings hereinafter 
set forth: 

The term “termination lnventory“ shall 
mean any items of physical property pur¬ 
chased. supplied, manufactured, furnished 
or otherwise acquired for performance of the 
Contracts which are properly allocable to the 
terminated portions of the Contracts, but 
shall not include any facilities, machinery, 
material, special tooling, or equipment which 
are subject to a separate contract or special 
contract provision governing the use or dis¬ 
position thereof. It Includes '‘Contract 
termination inventory'* which consists of ail 
Items of termination inventory properly al¬ 
locable directly to the terminated portions of 
the Contracts, and “subcontract termination 
Inventory” which consists of all items of 
termination Inventory properly allocable to 
the terminated portions uf any subcontracts 
under the Contracts. 

The term “subcontract'* means any con¬ 
tract. agreement, or purchase order, and any 
preliminary contractual instrument, railing 
for the performance of any work, or for the 
making or furnishing of any material re¬ 
quired for the performance of the Contracts. 
The term also includes any such contract, 
agreement, purchase order, or other instru¬ 
ment. placed under any one or more sub¬ 
contracts as herein defined. 

The term “scrap” shall mean any items 
of termination inventory which have no 
reasonable prospect of sale except lor their 
basic material content. 

Now, Therefore, the partles^Bo mutually 
agree as follows: 

Clause 1. The Contractor certifies that all 
Contract termination Inventory (including 
•crap) has been retained or otherwise ac¬ 
quired by it, sold to third parties, returned 
to suppliers, stored for the Government, de- 
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ltvered to the Government. or otherwise 
accounted for. and all proceeds or retention 
prices thereof, if any. have been taken Into 
account In arriving at this Agreement. 

Clause 2. The Contractor certifies that, 
prior to the execution of this Agreement, 
each of the Contractor*■ Immediate subcon¬ 
tractors whose claim la Included In the claim 
settled by this Agreement bss furnished to 
the Contractor a certificate stating (1) that 
all of its subcontract termination Inventory 
(including scrap) has been retained or other¬ 
wise acquired by it. sold to third parties, 
returned to suppliers, stored for the Govern¬ 
ment. delivered to the Government, or other¬ 
wise properly accounted for. and all proceeds 
or retention prices thereof, if any. were taken 
Into account in arriving at the settlement of 
the subcontract or subcontracts and (II) 
that the subcontractor has received from 
each of the Immediate subcontractors whose 
claim was Included in its claim a substan¬ 
tially similar certificate. 

b The Contractor hereby transfers and 
conveys to the Government all the right, 
title, and Interest. U any. which the Contrac¬ 
tor has received, or U entitled to receive. In 
and to subcontract termination Inventory. 
If any. not otherwise properly accounted for. 
and hereby assigns to the Government any 
and all of Us rights relating thereto. 

Clause 3. The Contractor certifies that, 
with respect to all Items of termination In¬ 
ventory the costs of which were taken Into 
account In arriving at the amount of this 
settlement, or In the settlement of any sub¬ 
contract claim Included in this settlement: 

(I) alt such Items are properly allocable to 
the terminated portions of the Contracts; 

(II) such items are not in excess of the rea¬ 
sonable quantitative requirements of the 
terminated portions of the Contracts; (111) 
such items do not Include any Items reason¬ 
ably usable, without loss to the Contractor, 
on Us other work: and (iv) the Contractor 
has Informed the Contracting Officer of any 
substantial change In the rtatus of such 
Items between the dates of Us termination 
inventory schedules and the date of this 
agreement. 

Clause 4 It Is hereby agreed that all funds 
paid or to be paid hereunder to the Contrac¬ 
tor for the benefit of subcontractors or sup¬ 
pliers snail be held In trust by the Contrac¬ 
tor for the benefit of such subcontractors or 
suppliers until such time as payment or such 
funds to the respective subcontractors or 
suppliers is accomplished or until refund by 
the Contractor to the Government as here¬ 
inafter provided. In all cases where the Con¬ 
tractor has not previously made such pay¬ 
ments. Ihe Contractor shall, within ten (10) 
days after receipt of the payment provided 
for hereunder, pay to each of its Immediate 
au boon tractors and suppliers (or to their 
respective assignees) the respective amounts 
to which they are entitled, after deducting, 
if the Contractor so elects, any amounts then 
due and payable to the Contractor by such 
subcontractora and suppliers. If the Con¬ 
tractor foils to make any such pafhient with¬ 
in ten (10) days, the Contractor will, upon 
request, return to the Government the 
amount so payable to such Immediate sub¬ 
contractors and suppliers, less any amount 
then due and payable to the Contractor by 
them. 

Clause 8 a. The Contractor has received 

the sum of $-on account of work and 

services performed, or articles delivered under 
the completed portions of the contracts. The 
Government as a part of this negotiated set¬ 
tlement hereby confirms and acknowledges 
the right of the Contractor, subject to the 
provisions of Clause 6 hereof, to retain such 
sum heretofore paid and agrees that such sum 
constitutes a portion of the total amount to 
which the Contractor U entitled In aettlement 
of the contracts. 

b. In addition, upon the execution of this 
Agreement the Government agrees to pay to 


the Contractor or its assignee, upon presen¬ 
tation of properly executed invoices and 

vouchers the sum of $ _arrived at by 

deducting from the sum of t__ (Use 

proper method os set forth In Clause 6b. page 
899.3. ASPB. Section VIII. depending on 
whether Inventory or total coate basis claim 
it filed by the Contractor.) (1) The amount 
of $—... representing all unliquidated par¬ 
tial or progress payments previously made to 
the Contractor or Its assignee and all unliqui¬ 
dated advance payments (with Interest. IX 

any thereon), and (2) the amount of $_ 

representing all applicable property disposal 
credits. Tile said sum. together with all other 
sums heretofore paid, constitutes payment in 
full and complete settlement of the amount 


9 1008 712-52 Supplemental settle - 
merit asrreement ( amendment ) form jot 
settlement of partial termination of 
letter facilities contract . The following 
supplemental agreement will be used In 
settlement of partial termination claims 
Involving letter facilities contracts. 

Amendment No. _ to Letter Contract 

No. __ Docket No.___ 

This Supplemental Settlement Agreement 
(designated as Amendment No. _ .) en¬ 
tered into on this _ day of _ __ _ _ 

19. between the United States of America 
(hereinafter called "the Government**), rep¬ 
resented by the Contracting Officer executing 
this agreement, and _- 

(I) A corporation organized and existing 

under the Isws of the State of___ 

(II) A partnership consisting of_..... 

(III) An individual doing business as 

......-- (hereinafter called “the Contrac¬ 

tor'*). with Its (his) principal office or place 
of business located at __......... 

Witnesseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Letter Contract No. 

...... under date of .....___... which. 

together with any and all amendment a. 
changes, and supplements thereto, is here¬ 
inafter referred to as “the Letter Contract"; 
and 

Whereas, the Termination Clause of the 
Letter Contract provides that the Govern¬ 
ment may at any time terminate said Letter 
Contract In whole or In part for Its conven¬ 
ience by giving the Contractor written notice 
of such termination, and that In auch event 
the Government and the Contractor may 
agree upon the amount or amounts to be 
reimbursed the Contractor os more specifi¬ 
cally described In said Clause; and 

Whereas, the Government, by notice of ter¬ 
mination dated ...... advised the Contractor 

of the partial termination of the Letter Con¬ 
tract ns of the date and to the extent provided 
in such Notice (as amended) aa a result of 
which the Letter Contract was terminated by 
the reduction of work hereinafter specified 
and hereinafter called “the terminated por¬ 
tion of the Letter Contract**; and 

Whereas, the Contracting Officer, pursuant 
to Armed Services Procurement Regulation 
8-514 (I). has determined that the termi¬ 
nated portion of the Letter Contract and the 
coats relating thereto are clearly severable 
from the continuing portion of the Letter 
Contract (the term “continuing portion** os 
used herein meaning that portion of the par¬ 
tially terminated Letter Contract which was 
not already completed at the effective date 
of termination, and which the Contractor 
must continue to perform and deliver to the 
Government); and 


due the Contractor by reason of the complete 
termination of work under the contracts snd 
of all other claims and liabilities of the 
Contractor and the Government under tl» 
contracts, except as hereinafter provided la 
Clause 6. 

c. For the purposes of budgetary allocstiog, 
the sums specified in paragraph "b“ abort 
shall be apportioned among the several con¬ 
tracts as set forth in Exhibit “A" of thli 
Agreements 

Clause 6. (Standard reservations m let 
forth In ASPB Section VIII are to be um 4 
when applicable In addition to any special 
reservations needed to protect the rights of 
the parties.) 


Whereas, the Government and the Contrac¬ 
tor have agreed upon a settlement aa here¬ 
inafter set forth with respect to the termi¬ 
nated portion of the Letter Contract; sod 
Whereas, the Letter Contract in its exlitlnf 
form preclude complete reimbursement by 
the Government to the Contractor of allow¬ 
able coats (os determined under the Cart 
Principles referenced therein) with respect to 
the continuing portion of said Letter Con¬ 
tract: and 

Whereas, the continuing portion of the Let¬ 
ter Contract is substantial, and the Govern¬ 
ment has administratively determined that 
It is in its best Interests to have such con¬ 
tinuing portion completed and delivered: and 
Whereas, as used herein, the followtflf 
terms shall have the meanings hereinafter 
set forth: 

The term “termination Inventory*' ahafl 
mean any items of physical property pur¬ 
chased, supplied, manufactured, furnuhrd. 
or otherwise acquired for performance of the 
Letter Contract which are properly uiJocsbl* 
to the terminated portion of the Letter Con¬ 
tract. It Includes. “Contract Termination 
Inventory'* which consists of all items of ter¬ 
mination Inventory properly allocable direct¬ 
ly to the terminated portion of the Letter 
Contract, and "subcontract termination In¬ 
ventory" which consists of all item* of termi¬ 
nation inventory properly allocable to tM 
terminated portion of any subcontract uod« 
the Letter Contract. 

The term “subcontract" means any cco« 
tract, agreement, or purchase order, and »nf 
preliminary contractual instrument. csUtnf 
for the performance of any work, or for uu 
making or furnishing of any material, re¬ 
quired for the performance of the Letter Con¬ 
tract The term also Includes any 
contract, agreement, purchase order, or othtf 
Instrument, placed under any qpe or imw 
subcontracts as herein defined. 

The term “scrap'* shall mean any Item* “ 
termination inventory which have no reasoo- 
able prospect of sale except for their t 
material content. 

Now. Therefore, the parties hereto do 
tually agree aa follows; 

Clause l. The terminated portion of u# 
Letter Contract is as set forth In Exhibit “A. 
Attached hereto and made a part hereof 
Clause 2. The Contractor certifies that *3 
Letter Contract termination inventory <» B * 
eluding scrap) has been retained or others** 
acquired by It. sold to third parties, retort* 
to suppliers, stored for the Government, de¬ 
livered to the Government, or otherwise pm?* 
erly accounted for, and all proceeds or reac¬ 
tion prices thereof, if any. have been utra 
Into account In arriving at this Agreement 
Clause 3. a. The Contractor cert l fie* 
prior to the execution of this Agreement. | 
of the Contractor's immediate *ubco«u* cwrf 
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vhost claim It included In the claim settled 
by till* Agreement hat furnished to the Con¬ 
tractor a certificate stating (I) that all Its 
subcontract termination Inventory (Includ¬ 
in' scrap) has been retained or otherwise 
Acquired by It, told to third parties, returned 
to suppliers, stored for the Government, 
delivered to the Government, or otherwise 
properly accounted for, and all proceeds or 
retention prices thereof, it any. were taken 
Into Account In arriving at the settlement of 
tbe subcontract or subcontracts, and <U) that 
the subcontractor has received from each of 
the Immediate subcontractors whose claim 
was Included In Its clslm a substantially sim¬ 
ilar certificate. 

b. The Contractor hereby transfers and 
conveys to the Government all their right, 
title, and interest. If any. which the Contrac¬ 
tor has received, or Is entitled to receive. In 
and to subcontract termination inventory, if 
any. not otherwise properly accounted for, 
and hereby assigns to the Government any 
and all of Its rights relating thereto. 

Clause 4. The Contractor certifies that, 
with respect to all Items or termination In¬ 
ventory, the costa of which were taken into 
account in arriving at the amount of this 
settlement, or in the settlement of any sub¬ 
contract claim included In this settlement: 
III all such items are properly allocablo to 
the terminated portion of the Letter Con¬ 
tract: lU) such Items are not In cxceas of 
the reasonable quantitative requirements of 
the terminated portion of the Letter Con¬ 
tract. (Ul) such sterns do not include any 
Items reasonably usable, without loss to the 
Contractor, or Its other work: and (Iv) the 
Contractor has informed the Contracting Of¬ 
ficer of any substantial change in the status 
of mch Items between the dates of Its termi¬ 
nation inventory schedules and the date of 
thin agreement. 

Clause 5. In all cases where the Contractor 
has not previously made such payments, the 
Contractor shall, within 10 days after receipt 
of the payment provided for hereunder, pay 
to each of its immediate subcontractors and 
suppliers (or to their respective assignees) 
the respective amounts to which they are en¬ 
titled. after deducting It, If the Contractor so 
electa, any amounts then due and payable to 
the Contractor by such subcontractors and 
suppliers 


Clause 6. Upon the execution of this Agree- 
jnent, the Government agrees to pay to tin 
Contractor or Its assignee, upon presenta¬ 
tion of properly certified invoices or vouchers 

r? #u ™ of .arrived st by deducting 

from the sum of.(i) the amount o: 

--representing all unliquidated part la 

^progress payments previously made or 
•©count to the Contractor or It* assign* 
and all unliquidated advance payments (witl 

I?—!?* 1 ' H * ny ’ applicable to thi 

wrminated portion of the Letter Control 

amount of .representing 

Property disposal credits. Sale 
n with all other sums heretofore 

S.I. CC l'‘f Utat ** Payment In full and com 
- e ? ,nt 01 the due the Con 

.'V th . to ‘he terminated por 

a ., ■ lh '’h'tt* r contract except a, herein 
a ' t<r provided In Clause 7. 

Clauie 7. Upon payment of Mid turn ol 
? hll #*' IOM ot tlie Contractor U 
work or “ rvic *» ° r to mak, 
tu-n or f? lT 5 ri ** UIldor tt,r terminated per 
Won. of ^ L t Uer Contract and all obll K a 
P*Vra,m. U Oorernment to make fur the] 
10 c »"y out undertaking, ir 
fcotmV^ ton *i h : r ® wlth ,han oeaae: Provided 
it„ii , ’ ,Jr at nothing herein contalnec 
covLm. P *‘ f ° r »*«« in way an , 

COrnrw. I. *? 1 *' .** “ntUtton, of the Lettei 
Id ih, ' ** hereinafter amended! relating 
toerw •» continued portloi 

fir?*** further. That. Witt 
Letter’ cv?„.^!. tormlnated portion of th< 
habilitir, lhe following right, ant 

• - - of the parties are rc&crved (suet 


reservations as may be necessary and 
proper). (See reservations In ASPR fi-712.4. 
Article 6.) 

In Witness Whereof, the parties hereto 
have executed this Supplemental Agreement 
as of the day and year first above written: 

Tire United States or Amkaica. 
By ..~. 


(Contracting Officerl 


(Contractor) 

By---- 


(TUle) 


(Address) 

l 1008.712-53 Form of triparty agree¬ 
ment for direct settlement of subcon¬ 
tracts. The following format Will be 

used for the agreement when the Gov¬ 
ernment settles with the consent of, and 
through, the prime contractor, the ter¬ 
mination claim of a ftxed-price sub¬ 
contractor. 

This Agreement, entered Into on this ..... 

day of-- 106... 

between the United State* of America (here¬ 
inafter called “the Government*'), repre¬ 

sented by the Contracting Officer executing 
this agreement, and_ —--—........ 

(1) A corporation organised and existing 
under the law* of the state of-..... 

(tl) A partnership consisting of .......... 

(Ill) An individual doing business os 

____....... ......... (hereinafter 

called “the Oon true tor**), with Us principal 

office or place of business located st ___ 

and _........................... 

(I) A corporation organized and existing 

under the laws of the State of--—, 

(II) A partnership consisting of.. 

(III) An Individual .doing business as 

___....... (hereinafter 

called “the Subcontractor*!, with its prin¬ 
cipal place of business located at ........... 

Wltnesseth that: 

Whereas, the Government and the Con¬ 
tractor have previously entered Into Con¬ 
tract No. ___ under which contract 

(hereinafter csUecl “the Contract") a Sub¬ 
contract was entered Into between the above- 
named Contractor and Subcontractor (here¬ 
inafter called “the Subcontract*'): and 

Whereas, the Contract has been termi¬ 
nated for the convenience of the Govern¬ 
ment and the Subcontract has been- com¬ 
pletely terminated as a result thereof: ond 

Whereas, the Government, pursuant to 32 
CFR 8 518 11, has undertaken to settle the 
termination claim of the Subcontractor and 
to make payment in connection therewith 
through the Contractor and has so notified 
the Contractor and Subcontractor, both the 
Contractor and the Subcontractor having 
previously consented to such direct settle¬ 
ment of the Subcontractor's termination 
claim: and 

Whereas, the term “Subcontract termina¬ 
tion Inventory.*' as used herein, shall mean 
alt materials (Including a proper part of any 
common materials), determined by the par¬ 
ties to the pertinent Subcontract under the 
Contract, In connection with the settlement 
thereof, to be properly allocable to the 
terminated portion 61 the Subcontract, ex¬ 
cept any machinery or equipment subject to 
a separate contract or contract provision 
specifically governing the use or disposition 
thereof: 

Now. Therefore, the parties hereto do mu¬ 
tually agree as follows: 

Clause 1. The Subcontractor certifies that 
aU Subcontract termination Inventory (In¬ 
cluding scrap) ha a been retained, or other¬ 
wise acquired by It. sold to third parties, 
returned to suppliers, stored for the Govern¬ 
ment, delivered to the Government, or other¬ 


wise properly accounted for, and all proceeds 
or retention prices thereto. If any, have been 
taken Into account In arriving at this Agree¬ 
ment, 

(b) With respect to all the aforesaid Sub¬ 
contract termination inventory not so dis¬ 
posed of prior to date of execution of this 
Agreement, and described In the inventory 
schedules submitted by the Subcontractor in 
advance of or In connection with Ita Settle¬ 
ment Proposal, the parties shall promptly 
execute a storage agreement. 

Clause 2. (a) The Subcontractor certifies 
that, prior to the execution of this Agree¬ 
ment, each of Its respective immediate sub¬ 
contractors whose claim Is Included in the 
claim settled by this Agreemcut lias fur¬ 
nished to the Subcontractor, a certificate 
stating (I) that all of Its Subcontract ter¬ 
mination Inventory (Including scrap), has 
been retained, sold, returned to suppliers, 
stored for the Government, delivered to the 
Government, or otherwise properly accounted 
for. and all proceeds or retention prices there¬ 
of, If any. were taken Into account In arriving 
at the settlement of the Subcontract or Sub¬ 
contracts. and (11) that the Subcontractor lias 
received from each of Its immediate subcon¬ 
tractors whose claim was Included in its 
claim a certificate substantially similar to 
clause (I) and this clause (U) of this Clause 
2 (a). 

(b) The Contractor and Subcontractor 
each hereby transfora and conveys to the 
Government all the right, title and interest. 
If any. which either or both the Contractor 
and Subcontractor has received, or la entitled 
to receive, in and to Subcontract termination 
inventory, if any, not otherwise properly oc- 
counted for, and each of them hereby assigns 
to the Government any and all of Its rights 
relating thereto whether arising under ne¬ 
gotiated settlements, formula determinations 
or otherwise. 

Clause 3. It Is hereby agreed that all funds 
paid or to be paid hereunder to the Con¬ 
tractor for the benefit of the Subcontractor 
shall be held in trust by the Contractor for 
the benefit of such Subcontractor until such 
time as payment of such funds to the Sub¬ 
contractor Is accomplished or until refunded 
by the Contractor to the Government as 
hereinafter provided. In all cases where 
either the Contractor or the Subcontractor 
hereunder has not previously made such 
payments the Contractor and the Subcon¬ 
tractor respectively shall, within ten (10) 
dsy» after rccelj t by It of the payment pro¬ 
vided for hereunder, pay to each of Its Im¬ 
mediate subcontractors and suppliers (or to 
their respective assignees) the respective 
amounts to which they are entitled, after 
deducting, if the Contractor or the Sub¬ 
contractor. as the case may be. 50 electa, 
any amounts then due and payable either 
to the Contractor or Subcontractor by such 
subcontractors and suppliers. If the Con¬ 
tractor or the Subcontractor falls to make 
any ouch payment within ten (10) days after 
receipt thereof by It, such foiling Contractor 
or Subcontractor will, upon request, return 
directly to the Government the amount so 
payable to the Subcontractor or such Imme¬ 
diate subcontractors and suppliers, less any 
amount then due and payable to the Con¬ 
tractor or tlie Subcontractor, as the case 
may be. by them. 

Clause 4. Upon execution of this Agree¬ 
ment (and of the storage agreement(s) re¬ 
ferred to In Clause 1).« the Government 
agrees to pay to the Contractor for prompt 
payment to the Subcontractor hereunder, 
upon presentation of properly certified in¬ 
voices or vouchers, the sum of $__ 

(Net amount of settlement), arrived at by 

deducting from the sum of •_ (Gross 

amount of settlement) the amounts of (!) 


* This parenthetical phrase Is to be Inserted 

only when the second form of Clause l is 

used. 
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t-... representing unliquidated partial 

payments previously mado on account of 
the termination claim( a) of the Subcon- 
tractor under Ita Subcon tract (a) and (2) 
representing aU applicable property 
disposal credits. Said sum. together with 
all other sums heretofore paid by the Gov¬ 
ernment or the Contractor, constitutes pay¬ 
ment in lull and complete settlement of the 
amount due the Subcontractor by reason of 
the complete termination of work under the 
Contract(•), and the Subcontract(•) insofar 
as it pertains to the terminated portion (si 
of the Subcontract(s) • (except as hereinafter 
provided in Clause 6 of this Agreement).* 

Clause ft. In consideration of the payment 

of said sum of $_(Net amount from 

clause 4). the Contractor and the Subcon¬ 
tractor do hereby aoiiigti, transfer, and set 
over to the United States of Amertca all of 
their rights, title and Interest. If any, in and 
to the claim against the Oovemmcnt for fair 
compensation for the termination of the 
Subcontract and all rights and claims of the 
Subcontractor against the Contractor for fair 
compensation for such termination, to the 
extent that the terminated Subcontract Is 
allocable to the terminated portion of the 
Prime Contract. 

(Or) 

Clause ft. In consideration or the payment 

of said turn of I_(Net amount from 

clause 41. the Subcontractor hereby releases 
the Government and the Contractor from all 
liability with respect to Its claim for fair 
compensation for the termination of the 
Subcontract under the Contract. 

Clause 6 Notwithstanding any other pro¬ 
vision of this agreement, the following rights 
and liabilities of the parties under the Sub¬ 
contract kre hereby revised: 

All rights and liabilities. If any. of the 
parties under those clauses Inserted in the 
Contract because or the requirements of 
Acts of Congress and Executive Orders, shall 
be reserved aa far as the Subcontractor as 
well as the Contractor is concerned. These 
clauses pertain to. without limitation, the 
following topics: labor law. contingent fees, 
domestic articles, employment of aliens, 
"Official not to benefit.** 

Clause 7. Approval of Agreement.* This 
Agreement shall be Subject to the written 
approval of —--or his duly author¬ 

ised representative and shall not be binding 
until so approved. 

Clause 8. Except for the original signing 
of this Agreement; and except us otherwise 
Mated herein, the term "Contracting Officer" 
as used herein shall include his duly ap¬ 
pointed successor or his duly designated 
representative. Agreement as of the date 
first herein written. 

Note: Type or print names under all 
signatures. 

Thk United States or Amkmca, 

By. 

(Contracting officer) 


(Nome of prime contractor) 



Business address: 



Two witnesses to execution by Contractor: 


(Name) 


(Address) 


: TlUi parenthetical phrase In brackets la 
to be Inserted only when the second farm of 
Clausa 5 in used and rights are excepted from 
the release. 

Where approval of settlement review 
board is necessary or the contracting officer 
requests such approval, the foregoing clause 
will be inserted in the agreement. 


(City and State) 


(Nome) 


(Address) 


(City and State) 


(Name of subcontractor) 

By... 

Its business Address; 


Two witnesses to execution by subcontractor: 


(Name) 

(Address) 


(City and State) 


(Name) 


(Address) 

(City and State) 

Note; See corporate secretary's certificate 
In par. 8-712.50 (22 CFR 8 712 60); see also 
AFPI 63-407 (32 CFR 1063.407), 

* 1008.712-54 Direct settlement agree¬ 
ment by Government with subcontrac¬ 
tors. The following form of settlement 
agreement Is suggested for use In direct 
settlement of subcontractor termination 
claims by the Government with subcon¬ 
tractors based upon assignment to the 
Government of the prime contractor's 
rights under terminated subcontracts. 

This Agreement, entered Into this 

day of---- 10 ... between the 

United States of America (hereinafter called 
"the Government"), represented by the Con¬ 
tra c Ung Officer executing this Agreement, 

and---....___(Name of 

subcontractor). 

(I) A corporation organised and existing 

under the laws of the State of_, 

(II) A partnership consisting of....__ 

(illr An individual doing business as 

-———..—... —. (hereinafter 

called "the Subcontractor"), with IU (hlsj 
principal office or place of business located 

Witnrwth that: 

Whereas, the Government and__ 

-- (Name at prime contractor) (here¬ 
inafter called "the Contractor"), have pre¬ 
viously entered Into Contract No. .. 

under which Contract (hereinafter called 
"the Contract") a Subcontract was entered 
Into between the Contractor and Subcon¬ 
tractor (hereinafter called "the Subcon¬ 
tract") : 

Whereas, the Subcontract has been ...... 

-(Partially or completely) termi¬ 
nated aa a result of the termination in whole 
or in part of the Contract for the convenience 
of the Government: and 

Whereas, the Government, pursuant to 
section 8 618.12 of the Armed Services Pro¬ 
curement Regulation, has undertaken to 
settle directly the claim of the Subcontrac¬ 
tor for fair compensation and has so notified 
the Subcontractor and the Contractor in 
writing and the Subcontractor having con¬ 
sented to such direct settlement, the Prime 
Contractor having assigned to the Govern¬ 
ment all lta rights, title and interest In and 
to the terminated Subcontract: and 

Whereas, as used herein the following 
terms shall have the meanings hereinafter 
set forth; 

Whereas, the term "Contract termination 
inventory." as used herein, shall mean all 
materials (Including a proper part of any 
common materials), determined by the 
parties hereto. In connection with this settle¬ 
ment, to be properly aUocablo to tlie termi¬ 


nated portion of the Contract, except any 
machinery or equipment subject to a sepa¬ 
rate contract or contract provision apecifi- 
caily governing the use or dlspoftHioa 
thereof, and 

Where**, the term "Subcontract term hix. 
tion Inventory." as used herein, shall maun 
ull materials < including a proper part of any 
common materials), determined by the 
parties to any pertinent subcontract under 
the Contract, in connection with the settle, 
raent thereof, to be properly allocable to the 
terminated portion of any such subcontract, 
except any machinery or equipment subject 
to a separate contract provision specifically 
governing the use or disposition thereof. 

Now. Therefore, the parties hereto do mu¬ 
tually agree as follows: 

Claus© 1. The Subcontractor certifies thal 
all Subcontract termination inventory (in- 
eluding scrap) has been retained or other¬ 
wise acquired by it, sold to third parties, 
returned to suppliers, stored for the Oovern. 
nient, delivered to the Government, or oilier- 
wise properly accounted for. and all proceeds 
or retention prices thereof, if any, have been 
taken into account in arriving at this Agree¬ 
ment. 

(Or) 

(Alternative)—Clause 1. (a) The Subcon¬ 
tractor certifies that a portion of the Sub¬ 
contract termination Inventory (including 
scrap), has been retained or otherwise sc- 
quired by it. sold to third parties, returned 
to suppliers, stored for the Oovemmcnt. de¬ 
livered to the Oovemmcnt, or otherwise 
properly accounted for, and all proceeds ct 
retention prices thereof. If any. have been 
token into account In arriving at this Agree¬ 
ment. 

(b) With respect to all Subcontract termi¬ 
nation Inventory not so disposed of prior to 
the date of execution of tills Agreement, and 
described In the inventory schedules rub- 
mltted by the Subcontractor in advance c-f or 
in connection with Ita Settlement Proposal, 
the parties shall promptly execute a storage 
agreement. (See AFPI 8-768 (32 CFR 

1008.758).) 

Clause 2. (a) The Subcontractor certifies 
that, prior to the execution of this Agree¬ 
ment. each of the Subcontractor's Immediate 
subcontractors whoa© claim la Included tn 
the claim settled by this Agreement has fur¬ 
nished to the Subcontractor a certificate • ‘-st¬ 
ing (1) that all of its termination Inventory 
(including scrap) has been retained or other¬ 
wise acquired by It, sold to third parties, 
returned to suppliers, stored for the Govern¬ 
ment. delivered to th© Government, or other¬ 
wise properly accounted for. and all proceeds 
or retention prices thereof, if any, were taken 
into account In arriving at the settlement of 
the Subcontract or Subcontracts, and (li) 
that the immediate subcontractors hare re¬ 
ceived from each of their subcontractors 
whose claims were included in its claim a 
substantially similar certificate. 

(b) The Subcontractor hereby transfer* 
and convey* to the Government all the nfht, 
till© and Interest, If any. which the Suborn- 
tractor has received, or la entitled to receive, 
tn and to the subcontract termination inven¬ 
tory. If any, not otherwise properly accounted 
for. and hereby assigns to the Government 
any and all of its rights relating thereto 

Clause 3. The Subcontractor certifies *h*L 
with respect to all items of Subcontract ter¬ 
mination Inventory the costs of which w ett 
taken into account In arriving at the amount 
of this settlement, or In the settlement of 
any claim Included in this settlement : (1) ^ 
such items are properly allowable to the ter- # 
min ft tod portion of the Subcontract; (Ul * ucJl 
Items are not In excess of the reasons^* 
quantitative requirements of the terminated 
portion of the Subcontract; (ill) such item* 
do hot Include any Items reasonably 
without loss to the Subcontractor on *■ 
other work; and (iv) the Subcontractor ns* 
Informed the Contracting Officer of any su®’ 
stamial change tn the status of such item* 
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lilt 


Saturday, March 1, 1958 

between the da tea of !U termination Inven. 
tory schedOlM and the date of this Agree* 

jncnl. 

Clause ♦. It la hereby agreed that all funds 
paid or to be paid hereunder to the Sub* 
ccmtrartor for the benefit of subcontractors 
or suppliers shall be held In trust toy the 
Subcontractor for the benefit of such sub* 
contractors or suppliers until such time as 
psyment of euch funds to the respective 
mbcun tractors or suppliers U accomplished 
cr until there Is a refund by the Subcontrac¬ 
tor to the Government as hereinafter pro¬ 
vided. In all cases where the Subcontractor 
has not previously mgde such payment** the 
Subcontractor shall, within ten (10) days 
after receipt of the payment provided for 
hereunder, pay to each of Its immediate sub¬ 
contractors and suppliers (or. to their re¬ 
spective assignee) the respective amounts to 
which they ure entitled, after deducting. If 
the Subcontractor no elects, any amounts 
then due and payable to the Subcontractor 
by such subcontractors and suppliers. If the 
Subcontractor faUs to make, any such pay¬ 
ment within ten (10) days, the Subcontrac¬ 
tor will, upon request, return directly to the 
Government the amount so payable to such 
immediate subcontractors and suppliers, less 
any amount then due and payable to the 
Subcontractor by them. 

Clause 5. Upon execution of this Agree¬ 
ment und or the storage agreement referred 
to in Clause 1).' the Government agrees to 
pay to the Subcontractor or Its assignee, 
upon presentation of properly certified In¬ 
voices or vouchers, the sum of •.(In¬ 

sert net amount of settlement), arrived at 
by deducting from the sum of *_(in¬ 

sert gross amount of settlement) the 
amounts of (1) $-representing unliqui¬ 

dated partial pay menu previously mode on 
Account of the termination claim of the 

Subcontractor; and (2) $_representing 

all applicable property disposal credits. 
Sold sura. together with all other sums here¬ 
tofore paid by the Government or the Con¬ 
tractor const Itutea payment In full and 
complete settlement of the amount due the 
Subcontractor by reason of the complete 
termination of work under the Subcoiuract 
(except as hereinafter provided In Clause 7 
of thu Agreement). 

Clause 6. In consideration of the payment 

of said sum of *-- (net amount from 

Clause 5) the Subcontractor docs hereby as- 
■tgn. transfer, and set over to the United 
States of America all of 1U right, title, and 
Interest In and to Its claim for fair com pen- 
•atlon for the termination of the Subcon¬ 
tract and all Its rights and claims against 

--~..(Prime Contractor) for 

fair compensation for such termination, to 
the extent that the terminated portion of 
the Subcontract is allocable to the termi¬ 
nated portion of the Prime Contract. 

(Or) 

Clause g. in conalderatlon of the payment 

« *ald sum of *.. the Subcontractor 

Government from all 
wuh respect to Its claim for fair 
compensation far the termination of the 
subcontract under the Contract. In con- 
noemion of the payment of said sum. the 

hereby releases . 

ConlfActo «’) from all liability and 
** 7 * Uch clMm f°r fair com- 
Sin i 5? BUCh “^hAtton m oonnec- 
U«j with the settlement of the Prime Con¬ 
sul™* the trrml »Ated portion of tho 
subcontract is allocable. 

’ Notwithstanding any other pro- 

“ ,, “ Agreement, the following right, 
tor 01 tkr partle. under the Sub¬ 

contract ar e hereby reserved: 

omr h »KSt rr .K U “ Uc * 1 phra4 * 1 ‘ to be Inserted 
^jy when the second form of Clause 1 la 


All rights and liabilities, If any. of the Gov¬ 
ernment and tho Contractor under those 
clauses Inserted In the Contract because of 
the requirements of ads of Congress and Ex¬ 
ecutive orders, shall bo reserved as far as tho 
Subcontractor Is concerned. These clauses 
pertain to. without limitation, the following 
topics: Labor law. contingent fees, domestic 
articles, employment oi aliens, "officials not 
to benefit/* 

Clause 8. Approval of Agreement.* This 
Agreement shall be subject to the written 
approval of __—.or his duly author¬ 

ized rerpesentative and shall not be binding 
until so approved. 

Clause 9. Except for the original of this 
Agreement, and except as otherwise stated 
herein, the term "Contracting Officer" aa 
used herein shall Include hla duly appointed 
successor or his duly designated repre¬ 
sentative. 

In Witness Whereof, the parties hereto 
have executed this Agreement on the date 
first herein written. 

Note: Type or print names under all signa¬ 
tures. 

Two witnesses to execution by subcontractor: 

(Name) 


(Address) 


(City and 8tate) 


(Name) 


(Address) 

(City and State) 

The United States of Amebic a. 

By —.. 

(Contracting Officer) 

(Name of subcontractor) 

By. 

Its ...— 

Business Address: 


5 1008.712-55 Settlement of reserva¬ 
tions. The following form of settlement 
agreement Is suggested for use in the 
settlement of exclusions or reservations. 

This Settlement Agreement, entered into 

on this__ day of-..... 19... by 

the United States of America (hereinafter 
called "the Government"), represented by 
the Contracting Officer executing this 

Agreement, and---- 

(1) A corporation organized and existing 
under the laws of the Slate of ............. 

(U) A partnership consisting of .......... 

(til) An Individual doing business as 
....____ (hereinafter called "the Con¬ 

tractor"). with Its principal office or place 

of business located at ... 

Witncsseth that: 

Whereas, the Contractor and the Govern¬ 
ment have entered into Contract No. --- 

under date of_......__ which, together 

with any and all amendments, changes, mod¬ 
ifications and supplements thereto, is here¬ 
inafter referred to as "the Contract"; and 
Whereas, the Contract has been termi¬ 
nated; and 

Whereas, a final settlement agreement was 
executed In connection with the termination 
of the Contract, said final settlement agree¬ 


ment being dated ............. and being 

designated os Supplement No. ___ to the 

Contract; and 


» Where approval of settlement review board 
Is necessary or the Contracting Officer re¬ 
quests such approval, the foregoing Claus* 
will be inserted in the Agreement, 


Whereas, said final settlement agreement 
excepted from the settlement therein con¬ 
tained certain Items as more fully described 
in said final settlement agreement, including 
the ltemfs) described In Clause 1 of this 
Agreement; and 

Whereas, the Government and the Con¬ 
tractor have agreed to a settlement of said 
ltcm(s) described In Clause 1 of this Agree¬ 
ment; 

Now, Therefore, the parties hereto do mu¬ 
tually agree os follows: 

Clause 1. The Government agrees to pay 
to the Contractor the sum of *...... on ac¬ 
count of tho following ltcm(s): 

Item l: 

Clause 2. The Contractor hereby releases 
and forever discharges the Government from 
all liability, and from aU claims and demands 
which the Contractor now has or may here¬ 
after have, under the Contract Insofar os It 
pertains to the Contract, based upon tho 
item(s) described In Clause I of this Agree¬ 
ment. 

In Witness Whereof, the parties hereto 
have executed this Agreement on the date 
first herein written. 

Note: Type or print names under all 
signatures. 

Th* United State* of Amibica, 

By..-. 

(Contracting Olficer) 


(Name of contractor) 

By- 

Its... 


(Business address) 

Two witnesses to execution by contractor: 


(Name) 


(Address) 


(City and 8tate) 


(Name) 


(Address) 


(Ctty and State) 

If 1008.751 Termination clause for 
fixed-price contracts for personal 
services. 

Tebminatxon fob Convenience or the 
Govebnment 

(a) This contract may be terminated by 
the Government at any time within the 
period of Its duration upon not less than 15 
days* written notice by the Contracting Offi¬ 
cer to the Contractor. The Contractor, with 
the written consent of the Contracting Offi¬ 
cer. may terminate this contract upon not 
less than 15 days* written notice to the Con¬ 
tracting Officer, and the consent of the Con¬ 
tracting OfUcer shall not unreasonably be 
withheld. 

(b) After receipt of a Notice of Termina¬ 
tion, or subsequent to the written consent 
of the Contracting Officer as hereinabove 
provided, the Contractor shall (I) discon¬ 
tinue all work to the extent and on the date 
specified In such Notice, and (2) transfer 
title and deliver to the Governments In the 
m .nnor, to the extent and at the times di¬ 
rected by the Contracting Officer, the com¬ 
pleted and partially completed work, mate¬ 
rial. plans, drawings, data, Information, 
reports, and other property produced as a 
part of. or acquired In connection with the 
performance of. the work terminated In such 
Notice. 

(c) Upon termination of work as provided 
In this clause, tho Contractor shall be paid 
that part of the fixed price set forth In this 
clause of UUs contract entitled ’ Payments" 
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which has accrued for serf lees rendered here¬ 
under up to the effective date of ouch Notice 
nnd other amounts properly owing to the 
Contractor under the said •’Payments" clause 
which are theretofore unpaid. Settlement 
of the termination of the contract under the 
provisions of this paragraph (o) shall be 
evidenced by a Supplemental Agreement to 
the contract. In tho event of the failure of 
the Contractor and the Contracting Officer 
to agree upon the whole amount to be paid 
to the Contractor by reason of the termina¬ 
tion of work pursuant to this clause, the 
Contracting Officer shall determine, on the 
basis of information available to him. the 
amount, if any, due to the Contractor by 
reason of the termination and shall pay to 
the Contractor the amount so determined. 

(d) Any dispute arising out of the ter¬ 
mination of the contract under this clause 
shall be decided In Accordance with the pro¬ 
cedure prescribed In the •’Disputes'* clause 
hereof. 

11008.752 Termination clause for 
technical services contracts. The fol¬ 
lowing clause will be set forth In 
any fixed-price contract for technical 
services. 

TcftMiNATiov roa CoNvrwtxncz or tub 
Oovnsum 

(a) The performance of work under this 
contract may be terminated by the Govern¬ 
ment in accordance with this clause in whole, 
or from time to time in part, whenever the 
Contracting Officer shall determine that such 
termination U In the best Interests of the 
Government. Any such termination shall be 
effected by delivery to the Contractor of a 
Notice of Termination specifying the extent 
to which performance of work under the con¬ 
tract is terminated, and the date upon which 
such termination becomes effective. 

(b) After receipt of a Notice of Termina¬ 
tion, and except as otherwise directed by the 
Contracting Officer, the Contractor shall (1) 
discontinue all work to the extent and on the 
dates specified in such Notice: (2) proceed 
promptly with the return to its plant of such 
of IU contractor personnel os may be covered 
by said Notice: and (3) transfer title and de¬ 
liver to the Government, in the manner, and 
to the extent and at the times directed by 
the Contracting Officer, the completed and 
partially completed work, material, plans, 
drawings, data. Information, reports, and 
other property produced as a part of. or 
acquired In connection with the performance 
of the work terminated in such Notice. 

fc) Upon termination of work, as provided 
In this clause, the Contractor shall. In re¬ 
spect to inch contractor personnel as may be 
covered by said Notice of Termination, be 
paid that part of the fixed price set forth in 
the clause of this contract entitled "Pay¬ 
ments'* which has accrued for services ren¬ 
dered hereunder up to the effective date of 
such Notice, and for time necessary for such 
contractor personnel to return to the plant 
of the Contractor after the effective date of 
said Notice and any other amounts properly 
owing to the Contractor under said "Pay¬ 
ments'* clause which are theretofore unpaid. 
If. at the date of said Notice, certain coats 
have actimlly been incurred by the Contrac¬ 
tor in connection with the contract prelim¬ 
inary to the departure of the contractor per¬ 
sonnel covered by said Notice of Termination 
from the plant of the Contractor which are 
allocable to the entire period of performance 
contemplated hereunder, the Government 
will pay to the Contractor such sum as the 
Contracting Officer and the Contractor may 
agree la properly allocable to the terminated 
portion of the contract. Settlement under 
the provisions of this paragraph (c) shall l>o 
evidenced by a Supplemental Agreement to 
the Contract. In the event of tho failure of 
the Contractor and the Contracting Officer to 
agree upon the whole amount to be paid to 
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the Contractor by reason of the termination 
of work pursuant to this clause, the Con¬ 
tracting Officer shall determine, on tho basis 
of Information available to him, the amount, 
if any, due to the Contractor by reason of 
the ter ml nation and shall pay to the Con¬ 
tractor the amount so determined. 

(di Any dispute arising out af the termi¬ 
nation or the contract under this clause shall 
be decided In accordance with the procedure 
prescribed in the "Disputes'* clause hereof. 

$ 1008.753 Termination clause for 
timc-and-material contracts. The fol¬ 
lowing clause will be used in any tlme- 
and-matenal contract: 

Teemiwatiow 

(a) The performance of work under this 
contract may be terminated by the Govern¬ 
ment In accordance with this clause In whole, 
or from time to time In part. (1) whenever 
the Contractor shall default in performance 
of this contract in accordance with its terms 
(including In the term default any such 
failure by the Contractor to make progress 
in the prosecution of the work hereunder 
as endangers such performance), and shall 
fail to cure such default within n period of 
10 days (or such longer period as the Con¬ 
tracting Officer may allow) after receipt from 
the Contracting Officer of a notice specify¬ 
ing the default, or (2) whenever for any 
reason the Contracting Officer shall deter¬ 
mine that such termination is in the best 
interests of the Government. Any such 
termination shall be effected by delivery to 
the Contractor of a Notice of Termination 
specifying whether termination Is for the 
default of the Contractor or for the con¬ 
venience of the Government, the extent to 
which performance of work under the con¬ 
tract is terminated, and the date upon which 
such termination becomes effective. If. after 
Notice of Termination of this contract for 
default under (1) above. It Is determined 
that the Contractor's failure to perform or 
to moke progress In performance is due to 
causes beyond tho oontrol and without the 
fault or negligence of tho Contractor pur¬ 
suant to the provisions of the clause of this 
contract entitled "Bccusable Delays." the 
Notice of Termination shall be deemed to 
have been Issued under (2) above, and the 
rights and obligations of tho parties hereto 
shall In such event be governed accordingly, 

<b) After receipt of a Notice of Termina¬ 
tion and except ns otherwise directed by the 
Contracting Officer, tho Contractor shall (1) 
stop work under the contract on the date 
and to the extent specified In the Notice of 
Ttormination; (2) place no further orders 
or subcontracts for materials, services or fa¬ 
cilities except as may be necessary for com¬ 
pletion of such portion of the work under 
the contract as Is not terminated; (3) termi¬ 
nate nil orders and subcontracts to the ex¬ 
tent that they relate to the performance of 
work terminated by the Notice of Termina¬ 
tion; (4) assign to the Government. In the 
manner and to the extent directed by the 
Contracting Officer all of the right, title, 
and Interest of the Contractor under the 
orders or subcontracts so terminated; (5) 
with the approval or ratification of the Con¬ 
tracting Officer, which approval or ratification 
shall be final and conclusive for all the pur¬ 
poses of this clause, settle all outstanding 
liabilities and ul! claims arising out or such 
termination of orders and subcontracts, the 
coat of which would be reimbursable. In 
whole or in part, in accordance with the 
provisions of this contract; (0) transfer title 
(to the extent that title has not already 
been transferred) and. In the manner, to the 
extent, and at the times directed by the Con¬ 
tracting Officer, deliver to the Government 
(I) th# fabricated or unfnbrtcated parts, 
work in process, completed work, supplies, 
and other material produced as a part of. or 
Acquired In respect of the performance of. 


the work terminated by the Notice of Ter¬ 
mination; (U) the completed or partially 
completed plans, drawings. Information, and 
other property which, if the contract had 
been completed, would be required to be 
furnished to the Government; and (111) the 
Jigs, dies, fixtures, and other special tools 
and tooling acquired or manufactured for 
the performance of this contract for the 
cost of which the Contractor has been or will 
be reimbursed under this contract: (7) use 
Ita best efforts to sell In the manner, at the 
times, to the extent, and at the price or 
prices directed or authorized by the Con¬ 
tracting Officer, any property of the types 
referred to In provision (0) of this para¬ 
graph: Provided, however That the Con¬ 
tractor (l) shall not be required to 
extend credit to any purchaser, aud <ll) may 
acquire any such property under the condi¬ 
tions prescribed by and at a price or prices 
approved by the Contracting Officer And 
provided further. That the proceeds of any 
such transfer or disposition shall be applied 
In reduction of. any payments to be mads 
by the Government to the Contractor under 
this contract or shall otherwise be credited 
to the price or coat of work covered by this 
contract or paid in such manner as tbs 
Contracting Officer may direct: (81 complete 
performance of such part of the work u 
shall not have been terminated by the Notice 
of Termination; and (0) take such actions 
as may be necessary, or as the Contracting 
Officer may direct, for the protection and 
preservation of the property related to this 
contract which is In the possession of tbs 
Contractor and in which the Government has 
or may acquire an interest. The Contractor 
shall proceed immediately with the perform¬ 
ance of the above obligations notwith¬ 
standing any delay in determining or ad¬ 
justing any amount reimbursable under th* 
provisions of this clause. At any time After 
expiration of the plant clearance perUd. as 
defined in Section VIII. Armed Service u Pro¬ 
curement Regulation, as it may be amended 
from time to time, the Contractor may sub¬ 
mit to the Contracting Officer a list, certified 
oa to quantity and quality, of any or all 
items of termination inventory not pre- 
vlousiy disposed of, exclusive of Items the 
disposition of which has been directed or 
authorized by the Contracting Officer, and 
may request the Government to remove such 
items or enter Into a storage agreement 
covering them. Not later than fifteen (13) 
days thereafter, the Government will accept 
title to such items and remove them or 
into a storage agreement covering the sain*, 
provided that the list submitted shall be 
subject to verification by the Controrttnf 
Officer upon removal of the items, or if th# 
items are stored, within forty-five (44 > d*yi 
from the date of submission of the list, and 
any necessary adjustment to correct the ltd 
as submitted shall be made prior to 
settlement. 

(c) After receipt of a Notice of Termina¬ 
tion, the Contractor shall submit to tb* 
Contracting Officer its termination claim. to 
the form and with the certification pw 
scribed by the Contracting Officer Such 
claim shall be submitted promptly but in 
no event later than 2 years from the effect!*# 
date of termination, unless one or more «*• 
tenstona In writing are granted by the Con¬ 
tracting Officer upon request of the Con¬ 
tractor made in writing within such 
period or authorized extension thereof. 
However. If the Contracting Officer deter¬ 
mines that the facta Justify such action, b* 
may receive and act upon any such termina¬ 
tion claim at any time after such 
period or any extension thereof. Upon fail¬ 
ure of the Contractor to submit its termi¬ 
nation claim within the time allowed, tn# 
Contracting Officer may determine, on to# 
basis of information available to him. tb« 
amount, if any, due to the Contract* r by 
reason of the termination and shall thert- 
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upon pay to the Contractor the amount so 

determined. 

(d) Subject to the provisions of paragraph 
(ci, the Contractor and the Contracting 
Officer may agree upou the whole or any 
part of the amount or amounts to be paid 
to the Contractor by reason of the total or 
partial termination of work pursuant to thU 
clause which amount or amounts may In¬ 
clude a reasonable allowance for profit on 
work done. The contract ahall be amended 
accordingly, and the Contractor shall be 
paid the a greed amount. 

fe) In the event of the failure of the Con¬ 
tractor and the Contracting Officer to agree In 
whole or in part, aa provided in paragraph 
id) above, os to the amounts to be paid to 
the Contractor in connection with the ter¬ 
mination of work pursuant to this clause, the 
Contracting Officer shall determine on the 
basis of information available to him the 
amount. If any, due to the Contractor by rea¬ 
son of the termination and shall pay to the 
Contractor the amount determined aa 
follows: 


(11 If the termination of the contract is 
for the convenience of the Government: 

There shall be Included for direct labor 
hours (as defined in the Schedule of the con¬ 
tract) an amount which shall be determined 
by multiplying the number of direct labor 
hour* expended prior and up to the effective 
date of termination by the hourly rate or 
rates set forth in the Schedule less any hourly 
rate payments theretofore made to the 
Contractor. 

(U) There shall be included therein all 
costs of material reimbursable In accordance 
with this contract, not previously paid to the 
Contractor for the performance of this con¬ 
tract prior to the effective date of the Notice 
Of Termination. 

UUI There shall be Included therein the 
reasonable costa of settlement. Including ac¬ 
counting, legal, clerical, and other expenses 
reasonably necessary for the preparation of 
settlement claims and supporting data, with 
respect to the terminated portion of the con¬ 
tract and for the termination and settlement 
of sutvontract# thereunder, together with 
reasonable storage, transportation, and other 
cosu Incurred in connection with the pro¬ 
jection or disposition of termination inven¬ 
tory. 


(2) If the termination of the contract L 
for the default of the Contractor: 

0) There shall be included far all direc 
Ubor hours (as defined In the Schedule o 
, contract) an amount which shall be dc 
terming by multiplying the number of direc 
labor hours expended prior a'nd up to th 
•ffective date of termination by the hour!' 
fate or rates set forth in the Schedule lea 
therein as tndl 
rated in the Schedule and leas any hourl 
f»4 c payments theretofore made. 

<l») There ahall be Included therein sue] 
os are set forth in subparagraphs d 
( i) and (ill) of thU paragraph (e): Prodded 
rrer * That there shall not be include* 
u for toe* preparation of the Con 
tractor> Settlement Proposal. 

(3 * If the amount determined under sub 
th* S? P . h * 11 * * nd <2 >* above, is less thai 
Cornet pay “ enu 1 heretofore made to th 
** Contractor shall repay th 
~ to the Government. 

anm?-i " ConU **ct©r shall have the right o 
M?? der cUu< * o{ this contract en 
* ny ^fminatio, 
* **• Contracting Officer under para 
££!•*> v nbore - «<*p« «*«t it u> 
S5ST£ to submit 1U clnjr 

ahr t. provided in paragraph (c 

tfm Called to request extension o 
U ■*“" h * ve n ° •««»» tl B ht o 

OflhT hi V**® whCT * *>» contrsctln 
amount mad * * ^termination of th 
•bov. th.^ Under p * ru * r *P h (c) or ie 
tr*clor?h. C J^n® rn . m * nt • h *" P*V 10 ,be Con 

Ppe “ h «t«undop or U no timely api*. 
No.43-*»_j. 


has been taken, the amount so determined by 
the Contracting Officer, or (II) if an appeal 
has been taken, the amount finally deter¬ 
mined on auch appeal. 

(g) In arriving at the amount due to ths 
Contractor under this clause there shall be 
deducted (1) all unliquidated advance or 
other unliquidated payments theretofore 
made to the Contractor. (2) any claim which 
the Oovemmcnt may have against the Con¬ 
tractor in connection with this contract, and 
(3) the agreed price tor, or the proceeds of 
sale of any materials, supplies, or other things 
acquired by the Contractor or sold pur¬ 
suant to the provisions of this clause and 
not otherwise recovered by or credited to the 
Government. 

(hi In the event of a partial termination, 
the portion of the contract relating to hourly 
rates which are payable with respect to the 
work under the continued portion of the 
contract shall be equitably adjusted by 
agreement between the Contractor and the 
Contracting Officer, and such adjustment 
shall be cvldeuccd by an amendment to this 
contract. 

(1) The Government may from time to 
time, under such terms and conditions os It 
may prescribe, make partial pay menu and 
pay menu on account against costs Incurred 
by the Contractor In connection with the 
terminated portion of the contract whenever 
in the opinion‘of the Contracting Officer the 
aggregate of such payments shall be within 
the amount to which the Contractor will be 
entitled hereunder. If the total of such pay- 
menti U In excess of the amount finally de¬ 
termined to be due under this clause, such 
excess shall be payable by the Contractor to 
the Government upon demand, together with 
interest computed at the rate of 6 percent per 
annum, for the period from the date such 
excess payment Is received by the Contractor 
to the date on which such excess is repaid 
to the Government: Provided, however, That 
no interest shall be charged with respect to 
any such excess payment attributable to a 
reduction In the Contractor’s claim by reason 
of retention or other disposition of termina¬ 
tion Inventory until 10 days after the date of 
auch retention or disposition. 

0) Unless otherwise provided for in this 
contract, or by applicable statute, the Con¬ 
tractor from the effective date of termina¬ 
tion and far a period of 6 years after final 
settlement under this contract shall preserve 
and moke available to the Government at all 
reasonable times at the office of the Con¬ 
tractor. hut without direct charge to the 
Government, all iu books, recor^. docu¬ 
ments. and other evidence bearing on the 
root and expenses of the Contractor under 
this contract and relating to the work ter¬ 
minated hereunder, or. to the extent ap¬ 
proved by the Contracting Officer, photo¬ 
graphs. microphotographs, or othor authen¬ 
tic reproductions thereof. 

$ 1008.756 Assignment to the Gov¬ 
ernment of prime contractor’s rights un¬ 
der terminated subcontracts . As di¬ 
rected by the termination contracting of¬ 
ficer. pursuant to the provisions of the 
termination clause, the prime contractor 
is obligated to assign to the Government 
all its right, title, and interest under any 
purchase orders or subcontracts termi¬ 
nated by reason of their relation to the 
terminated portion of the prime con¬ 
tract. The following is a suggested form 
of assignment. 

Assignment 

Clause 1. On this ...... day of ..-— , 

10.. _ _ __ __< Name of Prime* 

Contractor), hereinafter called “the Prime 
Contractor.'* hereby transfers and assigns to 
the United States Government all of the 
right, tttle and interest of the aforceald 
Prime Contractor In and to it Subcontract 
(or Purchase Order) No._.... with ...... 


_(Name of Subcontractor), herefn- 

ofter called "the Subcontractor," Insofar as 
such Subcontract or Purchase Order Is allo¬ 
cable to the terminated portion of its Prime 
Contract No ...__ 

Clausa 2. The United States Government 
hereby accepts the aforesaid transfer and 
assignment by the Prime Contractor of all 
of the Prime Contractor’s right, title and 
Interest in and to the oXare&aid Subcontract 
or Purchase Order and assumes and under¬ 
takes to settle with and pay directly to the 
said Subcontractor auch amounts as may be 
found to be due said Subcontractor by rea¬ 
son of the termination of said Subcontract 
or Purchase Order, Insofar os such amounts 
are allocable to the terminated portion of 
the said Prime Contract. 

Clause 3. The Prime Contractor hereby re¬ 
leases the United States Government from 
any obligation which the United States Gov¬ 
ernment now has or may have to reimburse 
the Prime Contractor for any sums which 
the Prime Contractor might be required to 
pay to the Subcontractor by reason of the 
termination of the sold Subcontract or Pur¬ 
chase Order. 

Clause 4. The United States Government 
hereby releases the Prime Contractor from 
all obligation to negotiate and settle with 
and pay to the Subcontractor the amounts 
which are or will be due to the Subcontractor 
by reason of the termination of the said 
Subcontract or Purchase Order, Insofar as 
such amounts are allocable to the termi¬ 
nated portion of the Prime Contract under 
which the said Subcontract or Purchase Or¬ 
der was issued and terminated. The United 
States Government further agrees to hold 
the Prime Contractor harmless In the event 
that any litigation arises in connection with 
such obligation, subject to the provisions 
of paragraph 5 hereof and any other limita¬ 
tions within the purview of the Armed Serv¬ 
ices Procurement Regulation and other exist¬ 
ing applicable regulations as well as those 
set forth in the Contracting Officer’s letter 
dated ................. directing the Prime 

Contractor to make this assignment. 

Clause 5. In the event that the Subcon¬ 
tractor Institutes litigation against the Prime 
Contractor In connection with any obliga¬ 
tion referred to herein, the Prime Contractor 
hereby agrees promptly to notify the United 
States Government of such action and to 
defend such litigation o& if the United States 
Government so requests, to permit the 
United States Government to assume the 
defense of such litigation. The failure of 
tho Contractor to comply with the provi¬ 
sions of this paragraph shall relieve the 
United States Government from all liability 
under this Assignment Agreement, or other¬ 
wise. to pay any claim arising in connection 
with any of such obligations. 

In Witness Whereof, this Asnlgnment 
Agreement has been executed by the Con¬ 
tractor and for and on behalf of the United 
States Government by the Contracting Offi¬ 
cer as of the date first above written. 

Note: Type or print names under all signa¬ 
tures. 

(Name of contractor) 

By .-. 

Its-....------ 

The United States or Ameeica, 

By . 

(Contracting Officer) 

Two witnesses to execution by contractor: 


(Name | 


(Address) 
(City and Slate) 


(Name) 


(Address) 


(City and State) 
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i 1008.757 Security for partial pay - 
mcnts . The following tender and accept¬ 
ance of lien will be used as security for 
partial payments to contractors: 

(Name of Prime Contractor) 

Contract No. _........_ _ 

Subcontract (Purchase Order) 
No. __...____ 

Prior to transfer to the United States Gov¬ 
ernment of title to property the coat of which 
la included in the termination aettlement 
claim and/or application of the undersigned 

Contractor, dated __... far partial 

payment In the amount of $ _ . under 

Contract No. _ _ the Contractor hereby 

warrants the title to all of eaid property to 
be free and clear of Uens and encumbrances. 
In consideration of said partial payment In 

the sum of I _ being made by the United 

States Government to or for the benefit of 
the undersigned Contractor, the United 
Government U hereby granted a lien, para¬ 
mount to all other liens, upon &U property 
the cost of which Is Included in the said 
termination settlement claim and/or partial 
payment application. The undersigned Con¬ 
tractor hereby agrees not to further encum¬ 
ber said property prior to transfer of title 
thereto to the Government and Us disposi¬ 
tion under applicable Government regula¬ 
tions. The Hen hereby granted will be dis¬ 
charged upon transfer of title to said property 
to the Government free and clear of all other 
Hens and encumbrances and disposition of 
said property under proper Government di¬ 
rection. authority, or approval* 


(Name of contractor) 
By.. 


(Name and official title or 
partner) 

Business Address: 


Dated .... 
Accepted: 


(Contracting Officer) 

5 1008.758 Storage agreement. The 
following form will be used to document 
storage of. and cover related services in 
connection with. Government property, 
(a i General. 

(Cover Sheet) 

Contract No. AP ...... 

PR No. 


♦•the Government/* represented by the Con¬ 
tracting Officer executing this Contract.• 
and —.—. a corporation organized and 
existing under the laws of the State of 

..........._a partnership consisting of 

--...—_ doing 

business as ....._..... 

an individual doing business as __... 

of the City of ..._______ 

in the State ...___, herein¬ 

after called "the Contractor/* 

Wltneoseth that 

Whereas, the Government owns certain 
property, as hereinafter described, as a result 
of change, termination, expiration, or com¬ 
pletion of Contract No. (or Contracts num¬ 
bered): and 

Whereas, the Government has determined 
that such property shall be properly pre¬ 
pared for shipping and/or storage purposes: 

Now. Therefore, in consideration of the 
premises and of the mutual covenants and 
agreements herein contained, and for other 
good and valuable considerations, the parties 
hereto agree as follows: 

Clouse l. Title to properly. The Contrac¬ 
tor hereby acknowledges and confirms that 
the Government has title to said property, 
free and clear of any and alt Uens and en¬ 
cumbrances whatsoever. Said property con¬ 
sists of the following: (here list and describe 
the property. If the list is lengthy, attach 
It os an Exhibit to the Contract. In such 
event revise the last sentence above to rend: 
•’Said property Is luted and described In 
Exhibit *A’ attached hereto and made a part 
hereof.'* If the lUt Is so bulky as to make 
the use of an attached Exhibit Impracticable 
then the listing of the property may be incor¬ 
porated by reference, in which event a provi¬ 
sion should be Inserted stating, in essence, 
that the property U listed and described In 
a Schedule or List designated os 
And consisting of ...... number of pages. 

which Schedule has been prepared by 

..and certified by the preparing 

party at correct os to quantities and descrip¬ 
tion. and true copies of which Schedule are 
on file with the Government In the Office of 
the Contracting Officer and at Headquarters. 
Air Materiel Command. Wright-Pntterson 
Air Force Base, Ohio, and with the 
Contractor.) 

Clause 2. Services. The Contractor agrees 
to perform all the services necessary In the 
handling, storage, preservation, packing, and 
delivery of the property, preparation for ship¬ 
ment. Including local delivery (or other 
services), described in more detail as follows: 
(Appropriate description of services. Where 
appropriate, give location of property before 
and after storage. In cases involving packag¬ 
ing. set forth standards of packaging.) 


Sxsvicx CormucT 
United States A is Foacx 


(Title of office In the field organlcAtlon 
originating the Contract) 

Contractor: ____... 

Contractors address:____ 

Contract for:___ 

Amount:_....... .....__ 

Location of property:___ 

Payments to be made by Air Force Finance 

Officer, at_____ 

The services to be obtained by tbU In¬ 
strument arc authorized by, are for the pur¬ 
poses set forth in. and are chargeable to the 
allotments below enumerated, the available 
balances of which are sufficient to cover the 
cost thereof. 

The (.—--(Designation of 

APDor APPRO) at._. 

is designated as the office having overall 
administrative responsibility for this Con¬ 
tract. 

This Contract, entered into this_... 

day of __ 10 ... by the 

United States of America, hereinafter called 


The work will be executed in the best and 
most workmanlike manner by qualified, care¬ 
ful. and efficient workmen, with material of 
the best quality to be furnUhed by the Con¬ 
tractor at the Contractor's own expense, 
conforming to standard commercial practice. 

Clause 3 Period for performance. The 
Contractor ahull begin performance of the 
services set forth In Clause 2 on or before 
.......—. and shall complete all of such 

services not later than ...____ 

Clause 4. Consideration. Upon completion 
of the services described in Clause 2. to the 
oatiAfacUon of the Contracting Officer, the 
Government will pay the Contractor upon 
receipt of properly certified Invoices or vouch¬ 
ers. the sum of ...... os full payment for the 

services to be furnished hereunder. 

Clause 6 . Inspection. (Insert the clause 
set forth In AFPI 7-4037 (32 CFR 1007.4037).) 


•This contract has been negotiated to the 
provisions of Section 2 <c) (10) of the Armed 
Services Procurement Act of 1947 (Publio 
Law 413—00th Cong.)* Any required de¬ 
terminations and findings have been made. 


Clause 0. Waiver of Uen. The Contractor 
hereby waives any Hen on the property hart* 
in above described, to which It may hr en¬ 
titled and agrees It wUl not assert any Urn 
thereon. 

Clause 7. Termination for convenience of 
the Government. 

(a) Performance of work under this Con¬ 
tract may be terminated. In whole or it am 
time to time in port, by the Government 
whenever the Contracting Officer shall deter¬ 
mine that such action U In the best interests 
of the Government. 

(b) The Contractor and the Oontractlni 
Officer may agree upon the whole or say 
part of the amount or amounts to be paid to 
the Contractor by reason of the total or p**. 
tied termination under this Clause, which 
amount or amounts may Include a rvaaoo- 
able allowance tor profit only In those cams 
where profit was allowed in the original con¬ 
tract price and only on cotta for work done 
In connection with the terminated portta 
of the Contract. The Contract Shull be 
amended accordingly and the Contractor 
shall be paid the agreed amount. 

(c) Any disputes which may arise hemra. 
der shall be subject to the provision* of th* 
'’Disputes'* clause of this contract. 

Clause 8. Disposition of property la the 
event of contract completion or term lnation, 
partial or complete, the Contractor ahull use 
its best efforts to sell any of the property, 
in the manner, to the extent, at the times 
and at the prices directed or authorized by 
the Contracting Officer: Provided, hoireter, 
That the Contractor (I) shall not be required 
to extend credit to any purchaser and (11) 
may acquire any such property under tbs 
conditions prescribed by and at a price of 
prices approved by the Contracting Officer: 
And provided further. That the net proceeds 
from such sale or disposition of property 
shall, upon the direction of the Contracting 
Officer, be retained os a disposal credit or 
shall be forwarded to the Contracting Officer 
in the form of a certified check, postal money 
order or bank draft made payable to the 
Treasurer * of the United States. The Con¬ 
tractor also agrees to furnish certified weight* 
and scrap warranties If the material is sold 
os scrap. 

Clause 9. Segregation of property All thf 
property shall be kept separate from *11 
other property whether or not the property 
may. by law or by custom, be considered 
fungible, and shall be identified a* Govern¬ 
ment-owned property. This does not require, 
however, that the property be stored In sepa¬ 
rate rooms, on different floor level* th»n 
other similar property, or in a particular 
space. 

Clause 10. DrHreWe*. Deliveries of *U. <* 
from time to time, of part of the property 
from atorage to the Government at the 
age site or to its designated carrier or trans¬ 
fer agent will be accomplished by the Coo- 
tractor on receipt of a written order from tb* 
Contracting Officer. However, such delivers* 
shall be accomplished subject to any limita¬ 
tions contained within Clause 2 of thi* 
tract. 

Clause 11. Changes. The Contracting Offi¬ 
cer may at any time, by a written order, 
and without notice to the sureties 
changes, within the general scope of 
Contract,, in any one or more of the follow¬ 
ing: (I) method of shipment or packW 
and (11) place of delivery. If any ***• 
change causes an Increase or decrease in 
cost of, or the time required for. perform¬ 
ance of this Contract, an equitable adjust¬ 
ment ahull be made in the Contract pno* 
or deHvery schedule, or both, and the Con¬ 
tract shall be modified In writing accord¬ 
ingly. Any claim by the Contractor 1 
adjustment under this Clause must 
serted within 30 days from the date of rece*F 
by the Contractor of the notification < 
change: Provided, hourever, That the Co * 
trading Officer/if he decides that the l«* 






































FEDERAL REGISTER 


Saturday, March 1, 19S8 


1115 


justify such Action* may receive and act 
upon any such claim asserted At any tiro* 
prt«.T u> Anal payment under thla -Contract, 
failure to agree to any adjustment shall be 
a dbpute concerning a question of fact 
wttMn the meaning of tho clause of UiU 
contract culiUed "Disputes" However, 
nothing in thla clause shall excuse the Con¬ 
tractor from proceeding with the Contract 
sschanged. 

Clause 12. Convict labor. (Insert the 
clause set forth in ASPR 12*203 ( 32 CFR 

12.203) I 

Clause 13. Eight-hour late of 1912. (In¬ 
sert the clause set forth In ASPR 12-303.1 

(32 CFR 12.303-1).) 

Clause 14. tfonducrlmlneHon in employ- 
mrnt. i Insert the clause set forth In ASPR 
13-30* (32 CFR 12*04M 
CUuac 15. Officials not to benefit, (In¬ 
sert the clause set forth in ASPR 7-10^.19 
(32 CFR 7 103-19).) 

Clause 10 Covenant against contingent 
ftti. i Insert the clause aet forth in A8PR 
7-103 20 132 CFR 7.103-20).) 

Clause 17. Disputes, (Insert the clause set 
forth in ASPR 7-103.12 (32 CFR 7.103-13),) 
Clause 18. Liability /or Government-owned 
property. 

(a) Except as otherwise specifically pro¬ 
vided in thla Contracts the Contractor as¬ 
sumes the risk of, and shall be responsible 
for, any tom or dnmage, resulting from lack 
of reasonable care on the port of the Con¬ 
tractor, in property of the Government in the 
possession or control of the Contractor In 
connection with this Contract (hereinafter 
csKsd “Government property"). 

(b> Except for loss, destruction, or damage 
resulting from the Contractor's willful mis¬ 
conduct, negligence, or lack of good faith 
with respect to the protection of Government 
property, the Contractor shall not be liable 
for loss or destruction of or damage to such 
Government property 11 1 caused by any peril 
while the property la In transit off the Con¬ 
tractor • premises, or (2) caused by any of 
the following perils while the property is on 
the Contractor's or Subcontractor's premises, 
or on any other premises where such property 
raajr properly be located, or by removal there¬ 
from because of any of the following perils: 

Ftre: lightning, windstorm, cyclone, tor¬ 
nado. hall; explosion: riot: riot attending a 
•trike, civil commotion: vandalism and ma¬ 
licious mischief; aircraft or objects falling 
therefrom: vehicles running on land or 
tracks, excluding vehicles owned or operated 
by the Contractor or any agent or employee 
af the Contractor: smoke, sprinkler leakage; 
earthquake or volcanic eruption: flood, 
meaning thereby rising of a body of water: 
hostile or warlike action. Including action tn 
hindering, combating, or defending against 
ah actual, impending, or expected attack by 
Any government or sovereign power (de jure 
«r de facto), or by any authority using mtll- 
tAry, naval, or sir forces, or by an agent of 
Any such government, power, authority, or 
wrevt; or other peril, of a type not listed 
snore, which is customarily covered bv insur¬ 
ance «or by a reserve for self-Insurance) in 
wll h the normal practice of the 
tractor, or the prevailing practice in the 
tutry in which the Contractor is engaged 
ih respect to similar property in the same 
general locale. 

^ perils m set forth in (1) and (2), above, 
.Jr'* 1 *"** “M* “excepted perils." 
t„ . Cr,ntracto,r represents that it fa 
aifT*Jl lC . l K mng ln the Wlce hereunder, and 
thAt it will not hereafter include In 
rrJLvJ? ^ Gov ® rn ment. any charge or 
mxv. r„I? Iluur,i nce (including self-lnsur- 
TtM9ryt *l covering loss or de- 
iSSnffy ° r damage to the Government 
(dTu.l ,lU, ? d by * ny ***P*«I pwril. 
tlou nt *?!! 1,145 kappenlng of loss or deetruc- 
en v 10 * ny Oovtmmwnt prop- 

> caused by an excepted peril, tho Con* 


tractor shall notify the Contracting Officer 
thereof, and shall communicate with the 
Loss and Salvage Organization. If any. now 
or hereafter designated by the Contracting 
Officer, and with the assistance of the Loss 
and Salvage Organization so designated (un¬ 
less the Contracting Officer has directed that 
no such organization be employed), shall 
take all reasonable steps to protect the Gov¬ 
ernment property from further damage, sep¬ 
arate the damaged and undamaged Govern¬ 
ment property, put all the Governments 
property In the best possible order and fur¬ 
nish to the Contracting Officer a statement 
of: (I) the lost, destroyed. and damaged Gov¬ 
ernment property; (3) the time and origin 
of the loss, destruction, or damage; (3) all 
known Interests In commingled property of 
which the Government property is a part; 
and (4) the insurance. If any covering any 
part of or interest ln such commingled prop¬ 
erty. The Contractor shall be reimbursed for 
the expenditures made by It in performing 
Its obligations under this subparagraph (d) 
(including charges made to the Contractor 
by the Loss and Salvage Organization, except 
any of such charges the payment of which the 
Government has. at Us option, assumed di¬ 
rectly), to the extent approved by the Con¬ 
tracting Officer and set forth In a supple¬ 
mental agreement. 

(e) With the approval of the Contracting 
Officer after loa» or destruction of or damage 
to Government property, and subject to such 
conditions and limitations as may be imposed 
by the Contracting Officer, the Contractor 
may, ln order to minimize the loss to the Gov¬ 
ernment or In order to permit resumption of 
business or the like, sell for the account of 
the Government any item of Government 
property which has been damaged beyond 
practicable repair, or which Js so commingled 
or combined with property of others, includ¬ 
ing the Contractor, that separation la Im¬ 
practicable. 

(f) Except to the extent of any loss or de¬ 
struction of or damage to Government prop¬ 
erty for which the Contractor la relieved of 
liability under the foregoing provisions of 
this Clause, and except for reasonable wear 
and tear or depreciation, or the utilization 
of the Government property In accordance 
with the provisions of this Contract, the Gov¬ 
ernment property (other than property per¬ 
mitted to be sold) shall be returned to the 
Government In as good condition as when 
received by the Contractor in connection with 
this Contract. 

(g) In the event the Contractor Is reim¬ 
bursed or compensated for any loss or de¬ 
struction of or damage to the Government 
property, caused by an excepted peril. It shall 
equitably reimburse the Government, The 
Contractor shall do nothing to prejudice the 
Government's rights to recover against third 
parties for any such loss, destruction, or 
damAge and. upon the request of the Con¬ 
tracting Officer, shall at the Government's 
expense, furnish to the Government mil rea¬ 
sonable assistance and cooperation (Includ¬ 
ing the prosecution of suit and the exception 
of instruments of assignment In favor of the 
Government) in obtaining recovery. 

<h) The Government shall at all reason¬ 
able times have access to the premises where¬ 
in any Government property la located. 

Clause 19. Taxes. (Insert the clause set 
forth ln ASPR 11-101 (32 CFR 11.401>.) 

Clause 20. Assignment of claims. (Insert 
the clause set forth in ASPR 7-103 8 ( 32 CFR 
7 103-8).) 

Clause 21. Notice to the Government of 
labor disputes. (Insert the clause aet forth in 
ASPR 7-105* (32 CFR 7.10*-3» ) 

Clause 22. Fsirntvhfnp of materials and 
supplies by the Government at !f.i option . 
(Insert the clause aet forth in AFPI 7-4009 
(32 CFR 7 4009).) 

Clause 23. Inspection and audit of books. 
(Insert the clause set forth in AFPI 7-4023 
(32 CFR 7.4023).) 


Clause 24. Default. (Insert the clause set 
forth ln ASPR 7-103.1! (32 CFR 7 103-11) .) 

Clause 25. Renegotiation. (Insert the 
clause set forth ln ASPR 7-103 13 ( 32 CFR 

7.103-13).) 

Clause 28. Gratuities (Insert the clause 
set forth ln ASPR 7-104.18 (32 CFR 7.104- 
16 ).) 

Clause 27. Definitions. (Insert the clause 
aet forth In ASPR 7-103 1 (32 CFR 7 103-1).) 

Clause 28. Equipment. If this Contract 
covers packing and crating services of $1,000 
or more, this Clause will be a port of this 
Contract: 

The Contractor warrants that he has 
sufficient equipment faculties and plant 
capacity to perform the services for the 
estimated quantities of Items set forth tn 
the schedule during the Contract period. 

Clause 29. Weighing and marking. IS this 
Contract covers packing and crating serv¬ 
ices of $1,000 or more, this clause wUl be a 
part of this Contract: 

Bach contained (box. crate, barrel, etc.) 
shall be weighed and marked by the Con¬ 
tractor at the time packing and crating serv¬ 
ices are performed, except as otherwise pro¬ 
vided for in this Contract. The coots of 
weighing and marking are included ln the 
Contract price for items calling for packing 
and crating services. The Contractor guar¬ 
antees that the scales used for weighing are 
accurate and that their accuracy wilt be 
checked and certified by an inspector ac¬ 
ceptable to the Contracting Officer not less 
often than once each 6 months. The costs 
of such inspections will be borne by the 
Contractor. Tho Contractor also guarantees 
that all weighing and marking wUl be ac¬ 
curately performed. Failure to satisfactorily 
meet there requirements, as determined by 
the Contracting Officer, will be sufficient rea¬ 
son lor termination of the Contract by the 
Government, Each container will be «ult- 
ably and legibly marked as designated by 
the Contracting Officer or his authorized rep¬ 
resentative. Necessary Information and In¬ 
struction! relating to markings required will 
be provided by the Contracting Officer or his 
representative, for each order against thla 
Contract. Such markings will be governed 
by regulations applicable to the ordering 
agency. 

Clause 30. Examination of records. (If tho 
amount of this contract exceeds $1,000. In¬ 
sert the ctause set forth In ASPR 7-104.15 
(32 CFR 7 104-151.) 

Clause 31. Utilization of small business 
concernr. (If the amount of this contract 
exceeds $5,000. Insert the clause set forth In 
AHPR 7-164.15 (32 CFR 7 104-15).) 

Clause 32. Subcontracts for work or serv¬ 
ices. (Insert the clause set forth In ASPR 
7-4030 (b) (32 CFR 7.4030 (b)).) 

Clause 33. Extras. (Insert the clause set 
forth ln ASPR 7-103.3 (32 CFR 7.103 3).) 

Clause 34. Military security requirements. 
(According to the requirements of ASPR 7- 
104 13 (32 CFR 7.104-12), Insert the clause 
set forth In ASPR 7-104.12 (32 CFR 

7.104- 12).) 

Clause 35. Buy American Act. (Insert the 
clause set forth ln ASPR 7-103 14 (32 CFR 
7.103-14),) 

Clause 36. Reporttng of royalties, ill the 
amount of thla contract exceeds $10,000, In¬ 
sert the clause set forth tn ASPR 9-110 (32 
CFR 9.110).) 

Clause 37. Oorcmmenf property. The 
Contractor shall comply with the provisions 
of Appendix B. Manual for Control of Gov¬ 
ernment Property ln Possession of Contrac¬ 
tors. of the Armed Services Procurement 
Regulation. 

Clause 38. Approval of Contract. (Insert 
the clause set forth In ASPR 7-106* (32 CFR 

7.105- 2).) 

In Witness Whereof, the parties hereto 
have executed this Contract as of the date 
first herein written. 
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Not*. 

DMUrPA. 


Type or print names under all alg- 

The Unitkd States or Amouca, 

By. 


(Contracting Officer) 


(Name of contractor) 

By- 


<Business address) 

Two witnesses to execution by contractor: 


(Name) 


(Address) 

<b> No-cost storage . The following 
changes will be made to the Storage 
Agreement Form provided In paragraph 
<a> of this section, to facilitate its use 
in the execution of a No-Cost Storage 
Agreement. 

< 1) Cover sheet: delete any reference 
to the making of payments. 

<2 > Clause 2. Services: delete and re¬ 
place by the following: 

The Contractor agrees to perform all serv¬ 
ices necessary in the handling, preservation 
and storage of tho property (delete “han¬ 
dling" and /W "preservation" If Inapplicable). 
and without oost to the Government release 
such items upon the expiration of the 
storage period set forth In Clause 3 below. 
The work will be executed In the best and 
most workmanlike manner by qualified, 
careful, and efficient workmen with material 
of acceptable quality to be furnished by the 
Contractor at the Contractor's own expense, 
conforming to standard commercial practice. 
The Contractor will permit the withdrawal 
for use and subsequent return to storage of 
such Items as are requested by the Con¬ 
tracting Officer at no additional cost: Pro- 
vidrd however. That If such Items are 
withdrawn and forwarded to a Government 
depot or Government contractor other than 
subject Contractor, removal and return of 
said items shall be at the expense of the 
Government: And provided further t That In 
the event shipping instructions are Issued by 
the Contracting Officer for Items included 
herein which items are to be forwarded to a 
Government depot or to a contractor other 
than subject Contractor, but which instruc¬ 
tions are withdrawn before shipment Is 
elfected and it can be reasonably shown that 
Contractor has acted In furtherance of said 
orders, payment for packaging, preservation, 
and crating of said Items shall be borne by 
the Government. With these exceptions, the 
services to be rendered by the Contractor 
under the contract will not be made the 
basis of any future claim against the Gov¬ 
ernment for other compensation. The 
property will be stored on the Contractor's 
premises at______ 

<3> Clause 4. Consideration: delete 
and replace by the following: 

Performance of the work, set forth In 
Clause 2, will be at no cost to the Govern¬ 
ment. Furthermore, no charge for work per¬ 
formed under this contract will be recovered 
as an indirect charge to other Government 
work unless expressly approved by the Con¬ 
tracting Officer. 


<4> Insert the following Clause, to be 
numbered "5/* All clauses which follow 
should be renumbered to follow consecu¬ 
tively from this Clause. 

Right or Use 

Upon the written consent of the Contract¬ 
ing Officer, the Contractor shall have the 
right to remove any and all of the property 
from storage at such times as the Contractor 
or lu Subcontractors require the same for the 
performance of contracts with the Govern¬ 
ment. The Government shall make no charge 
under this contract for such use. The Con¬ 
tractor shall have the right to modify and 
adapt the property at no cost to the Govern¬ 
ment under this contract to the extent nec¬ 
essary for use in the performance of such 
Government contracts, and may return the 
property to storage as so changed or altered. 
In using the property, whether altered or 
unaltered, the Contractor will perform rea¬ 
sonable maintenance, repair and service 
consonant with sound manufacturing proce¬ 
dure. At such time or times os the purpose 
for which such property is removed Is com¬ 
pleted. the Contractor shall return such prop¬ 
erty to storage. In its original condition, 
excepting alterations and reasonable wear and 
tear Return to storage will be effected by 
the Contractor unless otherwise authorized 
by tbs Contracting Officer. The Contractor 
•hall make no charge under this contract tor 
the cost of removing, preserving, repackaging, 
and returning to storage property removed 
for use in the performance of contracts with 
the Government. (Delete "preserving'* and/or 
"repackaging" if Inapplicable.) 

<5> Clause 19. Taxes: delete in its 
entirety. 

• 6> Clause 20. Assignment of Claims: 
delete in Its entirety. 

<7 > Clause 22. Furnishing of Materials 
and Supplies by the Government at Its 
Option: delete the last sentence and sub¬ 
stitute: “In such event the Government 
will be equitably reimbursed by the con¬ 
tractor upon delivery of the fair market 
value of such materials and supplies pre¬ 
vailing at that time. 

(8> Clause 28. Equipment: delete in its 
entirety. 

<9 1 Clause 29. Weighing and Market¬ 
ing : delete in its entirety. 

< 10> Clause 30, Examination of Rec¬ 
ords: delete In its entirety. 

(11 > Clause 31. Utilization of Small 
Business Concerns: delete in its entirety. 

< 12 > Clause 32, Subcontracts for Work 
or Services: insert the clause set forth 
in 5 1007.4030 <b> of this chapter. 

< 13) Clause 33. Extras: delete in its 
entirety. 

<14> Clause 34. Military Security Re¬ 
quirements: unless this clause is manda¬ 
tory according to the requirements of 
$ 7.104-12 of this title, delete in its 
entirety. ^ 

(15) Clause 36. Reporting of Royal¬ 
ties: delete in its entirety. 

(16) Clause 37, Approval of Contract: 
delete in its entirety. 


(17) Optional clause: to be included 
as a clause within the storage contract 
whenever conditions outlined in 
S 1008 612-50 <d> exist. 

•OrxJi End ' Storage Provision 

I to mu of property, allocable to any or dl 
of tbe Contractor's existing or subsequent 
contract or contracts, and available tor stor¬ 
age as excess by reason of changes, termina¬ 
tions, expirations, or completions of US AT 
Contracts, shall be stored under the terms tit 
this contract If. as to these Items, the Con¬ 
tractor agrees to storage under this com met 
The Contractor will submit for the approval 
of the Contracting Officer a list of such item 
of property to be Incorporated within thb 
contract: this list Is to be exclusive of items 
used and returned by the Contractor under 
Clause 5. “Right of Use." Upon approval toy 
the Contracting Officer, the list will be em¬ 
bodied within the contract as a consecuUvvfy 
lettered exhibit. Where submission of s tut 
would be uneconomical, the Contractor msjr 
submit a description of such property which 
description may take the form of appropriate 
references to listing contained in accountable 
property records. 

(18) All other clauses will be as set 
forth in paragraph <a> of this section. 

$ 1008.761 Default letters. <a> The 
letters referred to in S 1008.2004 (c) 
should be In substantially the following 
forms: 

(1) Delivery schedule or extension 
thereof has expired. 

You are notified that alnce you hare foiled 

to perform Contract No . _.. within the 

time required by ihe terms thereof, the Gov¬ 
ernment is considering canceling said cos- 

tract pursuant to General Provision -— 

(Default). It is requested that you submit 
to the undersigned Contracting Officer within 
10 days from the date of receipt hereof, any 
facts or circumstances which you belle* 
excuse your failure to perform. Tour atten¬ 
tion Is Invited to the respective rights of il* 
Contractor and the Government under Gro- 

eral Provision „_ (Default) and ti# 

penalties that may be Invoked in the event 
the decision Is made to terminate your right 
to proceed. 

(2) Delivery schedule has not expired 

You are notified that the Government con¬ 
siders your (specify the Contractor's fatlurr 
or failures) a condition that la endangering 
performance of the contract in accordance 
with the terms. Therefore, unless such con¬ 
dition is cured within ten (10) days aft* 
receipt hereof (or such longer time as 0* 
Contracting Officer may deem appropriate) 
the Oovernment may terminate subject con¬ 
tract tor default under General Provldoa 
No. ...... (Default). 

<b> The letter referred to In 
5 1008 2006 (d) should be in substantiaOl 
the following form: 

You are hereby notified that the Govern¬ 
ment wtU withhold default action under 
General Provision No. ...... on subject ex¬ 
tract until ....__ to allow you w 

(complete performance) (deliver item nutn- 
ber) (on upon whatever basis the oontrscMr 
is delinquent) so long as you continue w 
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1 1008.762-8 Cover page lor fixed-price contract lor supplies . 

Contract No. .........-- 

• For Direct Settlement With Subcontractor 

Under Contract No.____—. 

Purchase Order No. ....—.... 

Classification:----- 

Docket No..—. 


Fixed Pnici Contract foe Sumiss 


(United States Air Force) 

Contractor: 

Agreement for: Direct settlement of termination claim as subcontractor 
under contract No._— 


Settlement negotiated by: 

1. Gross amount this settlement-.-..-..-. 

Less: 2. Disposal crediU-- 

3 . Net cost this settlement --- 

Le»s: 4. Partial payments....- 

5. Amount payable-...- 



The Finance Officer concerned Is: Finance Officer. USAF ---—-------------------- 

The Finance Officer will make payment out of any available balances of funds heretofore 
allotted to the original prune contract, via: 

Contract No. 

Purchase Order No. ....... as amended to date. 

Docket No. 

no ra rastrro 

This oover sheet is for administrative purposes only and not part of the agreement. 


f 1008.763 Letter of consent by prime 
contractor to negotiation ol amount due 

subcontractor K 

XYZ Corporation 

OWTUilEN: 

1 Investigation discloses that settlement 

of terminated contract No._1— may be 

expedited If the Government undertakes 
to negotiate the amount due .......— as 

s result of the termination by you of that 
company’s subcontract (purchase order) 
under said prime contract. (If the prime 
contractor has requested assistance, this 
paragraph should be revised to conform 
with the facts.) 

2. The Government will agree to be bound 
by the negotiation of the amount due aaid 
subcontractor by a contracting officer to be 
sssigned for this purpose. If you will agree: 

s That the amount so negotiated, within 
maximum limits indicated by you. will be 
binding on you: 

b. That you will upon request furnish any 
jxrtinfnt information accessible to you 
with respect to such claim; 

c. That you will sign, in reliance upon the 
negotiated settlement made by the con¬ 
tracting officer to whom the subcontract Is 
assigned for negotiation, the required 
certificate as to the subcontractor’s charges 
being fair and reasonable and not more 
favorable to the subcontractor than you 
*ould make if reimbursement by the Oov- 
trnment were not involved, which certifi¬ 
cate may state that it Is executed In reliance 
bpon the determination made by the con¬ 
tracting officer; and 

d. That you will make payment to the 
subcontractor of the amount certified by 
such contracting officer to be due the sub¬ 
contractor, subject to any right of set-off 
you may have against the subcontractor. 

3. if you sign and return the consent net 
forth below, the Government will undcr- 
UJce * *° negotiate, the amount due the sub¬ 
contractor on his termination claim. 

* Government assumes no responst- 

'Llty * or ’’dtleroent of the amount due to 

* »ubcontractor In the event that no agree- 

th* r n U negotiation, nor does 

e Government hereby assume any obllga- 
*” n , 10 mak * direct payment to the sub¬ 
contractor of any amount. 


(Termination contracting 
officer) 


The undersigned prime Contractor under 
Government contract No. ...... agrees to 

the direct negotiation by the Government 
of the amount due subcontractor. ....... 

resulting from the termination of contract 
(purchase order) No. — upon the con¬ 
ditions set forth in the foregoing letter, sub¬ 
ject to a maximum limitation of I- 

(amount), 


(Prime Contractor) 

i 1008.764 Form lor certificate ol 
amount due a subcontractor. 

Certificate 

The undersigned certifies that, on the basis 

of negotiation with.... 

(name and address of subcontractor) sub¬ 
contractor to ___——— (name 

and address of prime contractor) prime con¬ 
tractor with the Government under oontract 

No.__ he and the subcontractor have 

agreed upon the amount due said subcon¬ 
tractor on its termination claim resulting 
from termination of subcontract (purchase 
order) No. ...... and further certifies, on 

the basis of the subcontractor's certification, 
that oil the property allocable to tbe termi¬ 
nated portion of the subcontract (or pur¬ 
chase order), the cost of which was included 
In the statement of charges submitted by 
the subcontractor, has been retained or dis¬ 
posed of. and the value thereof credited to 
subcontractor’s claim, with due approval, or 
has been transferred to the Government; and 
the total amount negotiated as settlement 
with the subcontractor on said termination 

claim Is_, which sum wp* reduced by 

credits for disposal or retention of termina¬ 
tion Inventory in the amount of that 

advance or partial payments applicable to 
this subcontract have been made to sub¬ 
contractor by. or with the consent of con¬ 
tractor. totaling__: and that the net 

amount owing by the prime contractor to the 
subcontractor is_ 


(Termination contracting 
officer) 

i 1008.765 Form for notice to and 
consent by the subcontractor to direct 
settlement by the Government of its 
termination claims. 

XTZ Corporation 

Pursuant to the provisions of ASPR and 
AFPI 8-518.11 and 8-518 13 (32 CFR, Ch. I. 


fiubch. A. and 1008 518-11 and 1008.518-13). 
the United States of America, acting through 
the undersigned Contracting Officer, pro¬ 
poses to settle directly the termination claim 
which you have filed with ........—..... 

(name and address of prime contractor) 
arising out of the termination of your sub¬ 
contract No. _under Government 

prime Contract No.-— 

The Government will accept responsibility 
for settling your claim to the extent that 
It is allocable to the aforementioned Gov¬ 
ernment contract on condition that you 
agree: (a) that your termination claim will 
be settled on the basis of the principles, 
policies and procedures set forth in ASPR 
and AFPI Sections VIII In the same manner 
as if your claim arose under a prime contract 
with the Government, (b) that upon the 
final settlement of your claim, by agreement 
or otherwise, you will, at the option of the 
Government, either (1) assign to the Gov¬ 
ernment the claim against your purchaser 
resulting from the termination of your sub¬ 
contract. or (U) release your purchaser and 
the Government from oil liability on account 
of the termination of your subcontract: and 
that you will execute such document or 
documents as a Contracting Officer of the 
Government may request to effect such as¬ 
signment or release. 

This proposal to accept responsibility for 
settling your claim, relates only to compen¬ 
sation for termination of your subcontract 
and does not Include any claim which you 
may have for completed articles delivered 
to the prime Contractor prior to the termi¬ 
nation of your subcontract or thereafter in 
accordance with the Notice of Termination, 
or any other claim which you may have 
against your prime Contractor under the 
subcontract 

If you will sign and return this consent 
set forth below, the Government will assume 
your termination claim for direct settlement 
on tbe foregoing conditions. 

Very truly yours. 


(Contracting officer) 

Contracting Officer: 

The undersigned subcontractor under 

Government contract No. __ consents 

to the direct settlement by the Government 

of Its claim against ...-......... 

resulting from the termination of subcon¬ 
tract (purchase order) No._upon the 

conditions set forth In the foregoing letter. 


(Subcontractor) 

SUBPART T—CANCELLATION FOR DEFAULT 

5 1008.2002 General. fa> It is AF 
policy to use default conccllation pro¬ 
cedure when a contractor has not com¬ 
plied with the terms of the contract and. 
as a result of such noncompliance, cannot 
deliver to the Air Force the supplies and 
services called for under the contract in 
the manner and within the time which 
the Air Force has need for such supplies 
and services. AF policy is not to use de¬ 
fault cancellation as a punitive measure 
but to use it as a method to insure the 
contractor's adherence to his contractual 
obligations and to protect the Govern¬ 
ment from losses which the Government 
may sustain as a result of the contrac¬ 
tor's failure to comply with its contract 
obligations. 

<b> It is estimated that the cost to the 
Government (exclusive of costs involved 
in any appeal by the contractor ‘ or 
processing a cancellation for default in¬ 
volves a minimum administrative ex¬ 
pense of $200. Therefore, in cases where 
the contracting officer is of the opinion 
that default action is warranted, but de¬ 
termines by contacting other potential 
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suppliers that the excess costs of repro¬ 
curement will not exceed $200, a no-cost 
convenience supplemental agreement 
may be entered into with the contractor 
if the contracting officer deems such ac¬ 
tion to be in the best interests of the 
Government. The contracting officer 
must then prepare a statement of find¬ 
ings for the contract file stating, along 
with the reasons therefor, the estimated 
excess costs of reprocurement and the 
sources that were contacted to obtain 
such estimate. 

<c> Under a fixed-price type contract 
canceled for the default of a contractor, 
the Government may elect to take the 
Inventory or any part thereof and pay the 
contractor according to the provisions of 
the Default clause; or the Government 
may elect not to take any of the inven¬ 
tory and pay the contractor only for sup¬ 
plies or services previously delivered or 
furnished. In cither event, the contrac¬ 
tor may be held liable to the Government 
for any’ excess costs the Government may 
incur in rcprocuring the items termi¬ 
nated. In the case of cost-rcimburse- 
ment type contracts canceled for default, 
the contractor is normally reimbursed 
his allowable costs and the fee reduced 
where appropriate. When a time-and- 
material contract is canceled for default, 
the contractor is normally reimbursed 
his allowable costs less the profit factor. 
In defaults involving the foregoing types 
of contracts, the Government does not 
generally hold the contractor liable for 
excess costs for rcprocu rement. 

< d > In some instances it may be deter-* 
mined that a default cancelation of a 
particular contract would not be in the 
best interests of the Government because 
such a termination would have adverse 
effects upon reproduction under Govern¬ 
ment contracts. In such instances, the 
Government may elect not to exercise its 
rights under the default provisions of 
the contract on the premise that such 
action would not be in the best interests 
of the Government. 

I 1008.2004 Responsibility of admin¬ 
istrative contracting officer. Adminis¬ 
trative contracting officers have primary 
responsibility for initiating action per¬ 
taining to possible cancellation of 
contracts. 

<a) Upon determination or notifica¬ 
tion that a contractor is delinquent as to 
any substantive provision of the con¬ 
tract. the administrative contracting of¬ 
ficer will furnish fuli information to the 
procuring contracting officer <buyer), 
and recommend that the contractor be 
notified of the possibility of the contract 
being canceled for default. 

<b> If the procuring contracting offi¬ 
cer concurs in the advisability of so noti¬ 
fying the contractor, the administrative 
contracting officer will within 5 days 
notify the contractor by letter that the 
Government is considering cancellation 
for default by reason of the contractor's 
failure to comply with the delivery 
schedule, failure to make progress so as 
to endanger performance, or failure to 
comply with other contractual provisions 
(whichever is applicable)* 

(c) The contractor should be re¬ 
quested to submit within 10 days (or such 


RULES AND REGULATIONS 

longer time as the administrative con¬ 
tracting officer deems reasonable under 
the circumstances) its reasons why the 
contract should not be canceled for de¬ 
fault. The letter should be forwarded by 
registered mail, return receipt requested, 
and should call the contractor’s atten¬ 
tion to the penalties that may be invoked 
if the contract i3 canceled for default. 
Suggested forms for this letter are set 
forth in 4 1008.761 <a>. One copy of the 
letter will be furnished to each of the 
following; 

(1 > The office having primary produc¬ 
tion responsibility. 

<2> The responsible procuring con¬ 
tracting officer. 

(3) Contractor's sureties, assignees, or 
guarantors, if any. 

<4> The appropriate finance officer 
where the contractor has a guaranteed 
loan, progress payment, or advance 
payment. 

$ 1008 2005 Responsibility of produc¬ 
tion follow-up activities. Where a con¬ 
tract is 90 days delinquent and a Show 
Cause Notice has not been furnished the 
contractor, the office having primary 
production responsibility will prepare, 
document, and deliver to the administra¬ 
tive contracting officer, within a period 
not exceeding 5 days immediately fol¬ 
lowing the 90th day of delinquency, the 
production analysis data necessary to 
support a recommendation by the ad¬ 
ministrative contracting officer that the 
contractor be advised of possible default 
cancellation. 

4 1008.2006 Responsibility of procur¬ 
ing contracting officer . Procuring con¬ 
tracting officers will decide whether or 
not to cancel the contract for default. 
Procuring contracting officers may initi¬ 
ate default cancellation action based 
upon information furnished by an ad¬ 
ministrative contracting officer or upon 
their own initiative. 

(a> Within 10 days after receiving a 
recommendation from the administra¬ 
tive contracting officer that the contrac¬ 
tor should be notified of possible default 
cancellation, the procuring contracting 
officer will notify the administrative con¬ 
tracting officer of his concurrence or 
nonconcurrence. If the procuring con¬ 
tracting officer is unable to make a deci¬ 
sion within 10 days, he will notify the 
administrative contracting officer of the 
date when a decision may be expected. 

<b) In making a decision as to 
whether or not the contractor should be 
notified, the procuring contracting offi¬ 
cer will consider all relevant factors 
including: 

<1> Whether the contractor is en¬ 
titled to, or consideration exists for. an 
extension of the delivery schedule by 
change order. 

(2) Whether or not the contractor’s 
delays are presently known to be ex¬ 
cusable. 

(3) Whether a failure to act would 
waive the delivery schedule in the con¬ 
tract and leave the Government with no 
firm date within which the contractor 
is required to perform. 

<c) If the procuring contracting offi¬ 
cer decides not to pursue further action 
for cancellation for default at that time. 


he will prepare a statement of finding 
and place it in the contract file. in 
addition, he^will send a letter to the 
contractor notifying him that the Gov¬ 
ernment wlU withhold further default 
action until a definite date provided the 
contractor continues to make progress 
toward the completion of the contract 
Fifrther, the letter will provide that the 
Government expressly reserves all of its 
rights under the default provisions of 
the contract. 

(d) If consideration docs not exist for 
an extension of the delivery schedule, 
and the contractor makes no application 
for an extension under applicable direc¬ 
tives. the procuring contracting officer 
w’ill immediately prepare and forward 
AFPI Form 49, “Termination Authority." 
The Termination Authority will recom¬ 
mend investigation for default cancella¬ 
tion and be supported by a memorandum 
stating the basic reasons therefor. 

<e> Procuring contracting officers will, 
if requirements still exist, cause new 
procurements to be initiated within 30 
days after receipt of notice that the 
contract has been canceled for default. 
Such reprocurement may, however, be 
effected prior to the issuance of the 
notice of default cancellation in those 
instances when the rcprocurement meets 
the criteria for a public exigency. Upon 
receipt of the purchase request, the pro¬ 
curing contracting officer will take 
prompt action concerning the repro¬ 
curement. Heprocuremont on the basis 
or a specification which is materially 
changed may release a fixed -price con¬ 
tractor from liability for excess costs 
of reprocurement. New contracts re¬ 
placing canceled contracts w ill be placed 
according to all applicable procurement 
directives. 

(f) If the requirements for the sup¬ 
plies or services under a delinquent con¬ 
tract no longer exist, and the contractor 
is amenable to the acceptance of a no- 
cost cancellation, the contracting officer 
may enter into a no-cost settlement 
agreement, if the contracting officer 
deems such action to be in the best 
interests of the Government. However, 
in such cases if the contractor is not 
amenable to acceptance of a no-cost 
settlement and the elements of action¬ 
able default are present, the contracting 
officer will send the file to Hq AMC for 
possible default cancellation. In the 
event a no-cost settlement agreement 
is entered into between the parties in¬ 
stead of processing the contract for de¬ 
fault cancellation, a memorandum stat- 
ing and explaining fully the reasons for 
such action will be placed in the contract 
file. 


Part 1009— Patents. Copyrights. a sd 
Technical Data 

S«*c. 

1009.050 Definitions. 

1009.001 Policy. 

Subpart A— 

1009.103 Patent indemnification of Govern¬ 
ment by contractor. 

1009.108-4 Waiver of indemnity by the Oof 
eminent. 

1009 103 50 Indemnification of contractor 1>T 
the Government. 
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Subport B—Copyrights 

1009 203 Materia! In which no ndverxc copy¬ 
right should be efltabllF-hed. 

1009-251 Copyright Infringement cl alma. 

Subport i — Proteiriog of fwrchoso Reqweftlt and 
Military Intwrdeportmonlol Purchoto Requests 
for Review 

1009 1009 Exceptions to recommendations of 
the staff judge advocate. 

Subport K—Processing ond Clearance of Inven¬ 
tion Subcontract ond Royalty Reports 


1009.1103 Definitions. 

1009 1106 Responsibility of contractor. 

Acntosrrr: If 1000.050 to 1009.1105 Issued 
under sec. 8012, 70A Stat. 438: 10 U. 8. C. 
8012 Interpret or apply a ece. 2301-2314. 
20A SUt. 127-133; 10 U. 8. C. 2301-2314. 

11009.050 Definitions — (a) Chit/, 
Patents Division . The term “Chief. 
Patents Division** means the Chief, Pat¬ 
ents Division. Office of The Judge Advo¬ 
cate General. USAF. Hq USAF. 

<b) Patent officer . The term ’'patent 
officer’* means the staff Judge advocate 
of an activity of the Department of the 
Air Force or any commissioned officer or 
civilian employee of that activity, who 
by reason of having had substantial ex¬ 
perience In invention, patent, copyright, 
and trade mark matters has been ap¬ 
pointed by the head of that activity for 
the processing of such matters within 
the activity. 

I 1009 051 Policy. Contracts should 
be negotiated or advertised and written 
to secure to the Government the benefits 
which the Government should receive, 
under the policies stated In Subchapter 
A. Chapter I. of this title, through the 
inclusion of appropriate patent, copy¬ 
right, and technical data provisions with 
due regard to the fair treatment of 
industry. 

SUBPART A—PATENTS 


I 1009.103-4 Waiver of indemnity by 
the Government. When it is determined 
to be in the Interest of the Government, 
specific patents and/or applications for 
patents may be excludeed from the in¬ 
demnity with the approval of the Deputy 
Chief of Staff. Materiel. Hq USAF. 

5 1009.103-50 Indemnification of con¬ 
tractor by the Government. No provision 
whereby the Government expressly 
agrees to Indemnify the contractor 
against liability for patent infringement 
will be included in any contract except 
with the express approval of Hq USAF. 


SUBPART B—COPYRIGHTS 

1 1009.203 Material in which no ad- 
tjcrwr copyright should be established. 
When it Is desirable to provide, that no 
adverse copyright should be established 
in copyrightable material produced under 
contract for the Government, the con¬ 
tracting officer will request the drafting 
or an appropriate clause which must be 
included in the contract to make the 
Pi ovision effective. 


5 1009.251 Copyright infringem 
ciaiwu <a> The jurisdiction of the Co 
or Claims has not been extended to t 
2*** for infringement of copyrigl 
tf* no action may be brought agai 
thc United States in that court for 
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Infringement of a copyright. The Im¬ 
munity of the United States from liabil¬ 
ity for copyright Infringement, however, 
may not extend to its agents or em¬ 
ployees. 

(b) Immunity of the United States 
from liability to answer for damages for 
copyright infringement does not relievo 
Government officers, agents, and em¬ 
ployees. acting within the scope of their 
official duties, from the duty of following 
Deprocedures set forth In this subpart. 

SUBPART J—PROCESSING OF PURCHASE RE¬ 
QUESTS AND MILITARY INTERDEPARTMENTAL 
PURCHASE REQUESTS FOR REVIEW 

I 1009.1003 Exceptions to recommen - 
datlonrof the staff judge advocate, (a) 
Whenever a prospective contractor re¬ 
fuses to accept a provision, the use of 
which Is authorized but is not mandatory, 
the mntter will be referred to the staff 
judge advocate for further consideration 
and recommendation. The staff Judge 
advocate will recommend in writing ac¬ 
ceptance of any substitute provision pro¬ 
posed by the contracting officer or will 
furnish the contracting officer a written 
statement of the reasons why the pro¬ 
posed provision should not be accepted. 

(b) The contracting officer will not ac¬ 
cept any bid or proposal or request prep¬ 
aration of a contract so long as there Is 
any disagreement between the prospec¬ 
tive contractor and the recommendations 
of the staff Judge advocate concerning 
patent, copyright, or technical data 
clauses, unless an exception from the 
recommendations of the staff judge ad¬ 
vocate has been approved. 

SUBPART K—PROCESSING AND CLEARANCE OF 
INVENTION, SUBCONTRACT AND ROYALTY 
REPORTS 

I 1009.1103 Definitions . Cal “Office 
administering the contract” means the 
administrative contracting officer, or, if 
there is no administrative contracting 
officer assigned, the activity charged with 
the administration of the contract. 

<b> “Contract’’ as used in this subpart 
means the contract and all supplemental 
agreements and change orders thereto. 

(O •‘Clearance” means a letter or 
oilier formal communication forwarded 
to the appropriate audit liaison office or 
finance office by the appropriate staff 
judge advocate's office charged with the 
requirement of furnishing such com¬ 
munications pursuant to this subchaptcr, 
stating that the reporting requirements 
of the Patent Rights and/or the Report¬ 
ing of Royalties clause contained in a 
contract have been complied with by the 
contractor. 

4 1009.1105 Responsibility of contrac¬ 
tor . AF contracts containing a Patent 
Rights clause or a Reporting of Royalties 
clause place upon the contractor the 
obligation of forwarding the following 
information pertaining to inventions, 
subcontracts, and royalties directly to 
the office administering the contract: 

(a) Invention reports . If the contract 
contains a Patent Rights clause, the fol¬ 
lowing forms of reports ore required: 

Cl) Invention disclosure reports . 
Written disclosures of each Subject In¬ 
vention which reasonably appears to be 
patentable should be submitted promptly 


after the Invention is conceived or first 
actually reduced to practice. Sec para¬ 
graph (c) (i) of the Patent Rights clause 
set forth in 4 9.107-1 (c) of this title. 
Since no forms have been prepared by 
the Government for the use of contrac¬ 
tors in forwarding Invention Disclosure 
Reports, contractors will submit such 
reports on their ow*n forms or by letters. 
Each Invention Disclosure Report should 
be submitted in two copies and should 
contain or be accompanied by the fol¬ 
lowing information: 

<l) Name of inventor. 

(ii) Title of invention. 

<ili> Patent application serial num¬ 
ber and/or contractor's invention docket 
number. 

<iv> Date of filing or approximate date 
of expected filing. 

<v> A statement as to whether or not 
a patent application claiming the Inven¬ 
tion has been or will be filed by or on 
behalf of the contractor. 

<vi) A statement as to whether or not 
a confirmatory license lias been for¬ 
warded to the contracting officer. 

(vii) Where the contractor is investi¬ 
gating whether to file or has determined 
to file an application or where contractor 
is of the opinion that the invention is of 
doubtful patentability, inferior from an 
engineering standpoint or unlikely to be 
Incorporated In equipment subsequently 
to be manufactured for the Government, 
a brief written description accompanied 
by appropriate drawings or sketches 
illustrating the invention. 

(viii) Where the contractor decides 
not to file an application for a patent but 
has reason to believe that the invention 
has military value or is likely to be in¬ 
corporated in equipment furnished to the 
Government, a. written description, 
drawings and other data constituting the 
invention disclosure, which should be 
sufficiently complete to permit further 
patent processing by the Government 
with a minimum of delay. 

(2) Interim reports of inventions . 
Interim Reports are required only under 
the versions of the Patent Rights clause 
in effect since January 4. 1955. The con¬ 
tractor is required under paragraph <c> 
<il) of the clause set forth in 4 9.107-1 (c) 
of this title to submit an Interim Report 
at least every 12 months, commencing 
with the effective date of the contract, 
listing all Subject Inventions which were 
conceived or first actually reduced to 
practice more than 3 months prior to the 
date of the report, or certifying that 
there w'ero no such inventions. Each 
Interim Report will list any such Inven¬ 
tions not listed in a prior Interim Report. 
The contractor has the option of submit¬ 
ting Interim Reports by cither of the 
following methods: 

<i> By the use of section I. of DD Form 
882, “Report of Inventions and Subcon¬ 
tracts” in three copies, as authorized In 
44 9.107-1 <c> and 16 809 of this title. 

(11) By the use of contractor’s own 
form or letter. If tills alternative Is used, 
the form or letter should be submitted 
In three copies and contain all of the In¬ 
formation specified in this subparagraph. 

(3) Final reports of inventions . The 
contractor is required under paragraph 
(c) Oil) of the clause set forth in | 9.107- 
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t (c> of this title to submit a Final Report 
of Inventions prior to final settlement of 
the contract. The Final Report should 
include: A summary list of all Subject 
Inventions required by the contract to be 
reported, including all such inventions 
which have been previously reported in 
Invention Disclosure Reports or in In¬ 
terim Reports of Inventions: and a state¬ 
ment that the Inventions listed in the 
Final Report are the only Subject In¬ 
ventions required to be reported under 
the contract. The Final Report must be 
accompanied by an Invention Disclosure 
Report of the content specified in para¬ 
graph (a) <1) of this section for each 
Subject Invention conceived or first ac¬ 
tually reduced to practice in the per¬ 
formance of the contract and concerning 
which such o report has not previously 
been furnished. A negative report must 
be submitted by the contractor when 
there were ho Subject Inventions under 
the contract. The contractor has the 
option of submitting Final Reports by 
cither of the following methods: 

«i) By the use of section 1. DD Form 
882, “Report of Inventions and Subcon¬ 
tracts/* In three copies as authorized in 

9.107-1 (c) and 16 809 of this title. 

til) By the use of contractor’s own 
form or letter. If this alternative is used, 
the form or letter should be submitted 
in three copies and contain all the in¬ 
formation specified in this subparagraph. 

<b> Subcontract reports. The contrac¬ 
tor is required, under the provisions of 
paragraph <h> of the Potent Rights 
clause set forth in 5 9.107-1 <c> of this 
title, to furnish a Subcontract Report nt 
the earliest practicable date but in any 
event prior to final settlement of the 
contract. 

< l) If there were no subcontracts con¬ 
taining a Patent Rights clause, a nega¬ 
tive report is required. 

*2) For each subcontract containing a 
Patent Rights clause, the report should 
include: The name and address of the 
subcontractor: subcontract number; a 
copy of the subcontract Patent Rights 
clause or the date on which a copy was 
previously furnished to the office ad¬ 
ministering the contract: and notice 
when such subcontract Is completed, 
and the date. The contractor has the 
option of submitting the required infor¬ 
mation by cither of the following 
methods: 

<i> By the use of section IT. DD Form 
882, “Report of Inventions and Subcon¬ 
tracts/* in three copies as authorized in 
15 9.107-1 <c) and 16.809 

(11) By the use of contractor’s own 
form or letter. If this alternative is used, 
the form or letter should be submitted 
in three copies and contain the informa¬ 
tion specified in subparagraph <2> of this 
paragraph. 

(c) Royalty reports. If the contract 
contains the Reporting of Royalties 
clause set forth in §9.110 of this title 
and is in an amount which exceeds $50.- 
000. the contractor is required to submit 
Royalty Reports under the provisions of 
either paragraphs <a) or <b> of the 
clause. When the contractor is operat¬ 
ing under a blanket license agreement, 
e. g.. one which cither does not list any 
patents but authorizes use of all patents 
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of the licensor covering a particular 
subject matter, or one which lists a great 
number of patents a sampling of which 
would indicate the subject matter cov¬ 
ered, the contractor should furnish a 
copy of the license agreement, together 
with a listing of representative patents 
or applications covering inventions used 
in the performance of, and in the equip¬ 
ment delivered to the Government under, 
the contract. 

(1) Royalty Reports under paragraph 

(a) of the clause. 

(1) The contractor is required to re¬ 
port in writing as soon as practicable 
after execution of the contract the 
following information pertaining to 
royalties in excess of $250 «including the 
initial $250> poid or expected to be paid 
directly to any one person or firm in 
connection with the performance of the 
contract: 

ia) The name and address of each 
such person or firm to whom royalties 
are paid. 

<b> The patent numbers, patent ap¬ 
plication serial numbers (with filing 
dates), or other identification of the 
basis for such royalties. 

(c) Brief description of the royalty- 
bearing unit, component or process, in¬ 
cluding part and model number if any. 

(d) Total dollar amount of royalties. 

<e) Percentage rate or dollars and 

cents amount of royalties on each such 
unit or process, if the dollars and cents 
amount of royalties is reported in lieu 
of the percentage rates of royalties, the 
unit price of the unit or component to 
which the royalties are charged should 
also be reported. 

til) The contractor has the option of 
submitting the required information by 
either of the following methods: 

(a) By the use of DD Form 783. 
“Royalty Report,” in four copies as au¬ 
thorized in II 9.110-1 and 16.806 of this 
title. 

<b> By the use of contractor’s own 
form or letter. If tills alternative is 
used, the form or letter should be sub¬ 
mitted in four copies and contain the 
information specified in subparagraph 
(1) <1) of this paragraph. 

(ill) A negative report must be sub¬ 
mitted when no royalties in excess of 
$250 have been paid or are to be paid 
to any one person or firm in connection 
with the performance of the contract, 
but no report is required covering royal¬ 
ties paid by subcontractors. 

Vlv> If the contract docs not contain 
a Patent Rights clause in addition to the 
Reporting of Royalties clause, the 
royalty report may be submitted at any 
time after execution of the contract. 
If. however, the contract contains a 
Patent Rights clause and a Reporting of 
Royalties clause, the royalty report 
should be submitted at the same time 
as the Final Report of Inventions set 
forth under paragraph <*> <3» of this 
section. 

<2) Royalty Reports under paragraph 

(b) of the clause. 

<i) When the contractor has obtained 
approval under the provisions of para¬ 
graphs <b> and <c> of the clause to file 
a single consolidated report of royalties, 
two copies of the letter of approval may 


be submitted In lieu of the report re¬ 
quired by paragraph (a) of the clause. 

(ii> Reports authorized under para¬ 
graph (b) of the clause will be submitted 
according to the letter of approval as 
soon as practicable after the close of the 
accounting period covered by the report 
and contain the required information. 
No forms have been prepared, or are 
required, by the Government for use in 
making such reports and. hence, con¬ 
tractors may submit the required infor¬ 
mation by use of contractor’s own form 
or letter. 

(Ul) A negative report must be sub¬ 
mitted for the accounting period when 
the total amount of royalties accruing to 
each licensor is at a rate less than $1,000 
per annum on the contractors over-all 
business. 

<iv) The contractors listed below have 
been authorized, under the provisions of 
paragraph <b) of the Reporting of 
Royalty clause of I 9.110 of this title, to 
file single, consolidated reports in lieu 
of furnishing a report under paragraph 
<a) of the clause. 

American Phenolic Corporation. 1830 
South 54th Avenue. Chicago. Illinois 

Bell Aircraft Corporation. Poet Office Box 
No. 1. Buffalo 6, New York. 

Bell Helicopter Corporation, Post Office 
Box No. 482. Fort Worth 1, Texas. 

Boeing Airplane Company. Seattle Division, 
Seattle 14. Washington. 

Curti?*-Wright Corporation. Wright Aero¬ 
nautical Division. Wood-Ridge, New Jersey. 

General Electric Company. One River Road, 
Schenectady 5. New York. 

North American Aviation. Inc., Intern*, 
tional Airport. Los Angeles 45. California. 

Western Electric Company. 19ft Broadv. sy. 
New York 7. New York. 

Westing house Electric Corporation. Eiut 
Pittsburgh. Pennsylvania. 

Pa*t 1010 — Bonos and Insubancc 

Subport A—Bondi 

Sec. 

1010.101 Definitions. 

1010.101- 50 Annual bid bond. 

1010.101- 51 Annual performance bond 

1010.101- 52 Fidelity bond (blanket ) 

1010.101- 53 Forgery bond or policy (deposi¬ 
tor *» form). 

1010 101-54 License or permit bond. 

1010.101- 55 Consent of surety. 

1010.102 Bid bonds. 

1010103 Performance bonds. 

1010 103-1 Performance bonds In connect ton 
with contracts other thAn construction 
contracts. 

1010.103- 2 Performance bonds In connection 
with construction contracts. 

1010.103- 3 Annual performance bonds. 

1010.104 Payment bonds. 

1010.104- 1 Payment bonds in connection 
with contracts other than construe’.Jon 
contracts. 

1010.104- 3 Payment bonds In connection 
with construction contracts. 

1010.105 Advance payment bonds. 

1010.106 Patent Infringement bonds. 

1010.107 Other types of bonds. 

1010.108 Execution and administration of 
bonds. 

Subporl B—Suretlet en Bendi 
1010.201 General requirements of sureties. 
1010.203 Consent of surety. 

Subporl 0—lruuron<# Under Ffxed-P»’*e 
Controls 

1010.401 Policy. 

1010.461 Work at Government installation. 
1010.452 Required endorsement. 
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Svbporf E—Iruvrenc* Under Coft- 
R.eimbwr»em«nt*Typ« Controcli 

1010 50! Policy* 

1010 501^2 General liability Insurance. 

1010 501- 3 Automobile liability Insurance 
1010 501-4 Aircraft public and pasaen^er 

lUblilty Insurance. 

1010.601-50 Bolter and machinery Insurance. 
1010 501-51 Group insurance plana. 

1010 501-64 Product* liability Insurance. 

1010 501'65 Use and occupancy Insurance. 
1010.503 Government property. 

Sabport T—Workmen's Compentotion Iruuronco 

dec 

1010.2003 Policy. 

Subpon Y—Pcmion Plon Casts In Air Ferce 
Contracts 

10102501 Approvals required. 

1010.2501-1 Internal Revenue Service. 
10102501*2 Procuring contracting ameer's 

responsibility. 

1010 2507 Reversion credits. 

Svbparf 1 —Accident and Disability Insurance 
for Occupational Hazards 

1010.2000 General. 

lubpoft A A—Products lioblllfy tnsuronce Under 
Air Force Contracts 

10102701 Policy. 

1010 2701-2 Interpretations. 

Atmionmr: tf 1010.101 to 10102701-2 Is¬ 
sued under sec. 8012. 70A Slat. 468; 10 U. S. C. 
8012. Interpret or apply secs. 2301 2314, 70A 

fit at. 127-133; 10 U. S. C. 2301-2314. 


SUftPART A—BONDS 

I 1010.101 Definitions . 

S1010 101-50 Annual bid bond. An 
Annual bid bond is a single bond which 
secures all bids submitted by a contrac¬ 
tor to a procuring activity, or to such 
contracting officers of a procuring ac¬ 
tivity as may be designated by that ac¬ 
tivity, during a specific fiscal year in 
response to formal advertising. Such 
bond is furnished in lieu of separate bid 
bonds, it is used only in connection 
with contracts other than construction 
contracts. 


1 1010.101-51 Annual performance 
bond. An annual performance bond is 
a single bond executed in lieu of execut¬ 
ing separate performance bonds for each 
contract. It is used only in connection 
with contracts other than construction 
contracts. «See * 1010.102-3.) 

11010 101-52 Fidelity bond (blanket >. 
A fidelity bond < blanket) Is a bond un- 
ejer which the obligor agrees to In¬ 
demnify an employer up to an amount 
stated in the bond for losses caused by 
dishonesty on the part of all employees 
except those expressly excluded by writ¬ 
ten endorsement on the bond. (See 
11010.107(a).) 


J 1010.101-53 Forgery bond or pollc j 
'depositor's form), A forgery bond o: 
Pol cy < depositor's form) is n bond o: 
policy under which the obligor agree 
to reimburse a purchaser and other 
named in the bond or policy (the in 
sureds) m an amount stated in the bom 
or policy. (See 5 1010.107 (b».) 

(a) For losses caused by the forglm 
altering of a check, draft, or siznila 
k*ued by or purported t 
k* ued by W the insured 
anted in the bond or policy; and 


<b> For losses resulting from the fact 
that a check or draft has been obtained 
from the insureds through the device* 
of impersonation. 

5 1010 101-54 License or permit bond. 
A license or permit bond is a bond which 
secures to a municipality or other public 
authority the payment of fines or the 
amount of any losses sustained as a re¬ 
sult of action taken, or omitted to be 
taken. In violation of the terms of a 
license or permit. The indemnity some¬ 
times runs to third persons In addition 
to the municipality. 

$ 1010.101-55 Consent of surety . A 
consent of surety is an instrument by 
which the surety or sureties on a bond 
or bonds supporting a contract con- 
sont(s) to a supplemental agreement or 
to a change order which modifies or 
amends the contract, and agree(s) that 
the bond or bonds previously given to 
support the basic contract will apply 
to the contract as modified. 

{ 1010.102 Bid bonds—(a> Specific 
bid bonds. Whenever a bid bond is re¬ 
quired. the procuring contracting officer 
will require a bond in on amount deemed 
adequate for the protection of the Gov¬ 
ernment.- Usually the penal sum will 
be at least as much as the penal sum 
of the performance and/or payment 
bond, and usually the penal sum will not 
be less than 20 percent of the amount of 
the bid. Standard Form 24, "Bid Bond/' 
will be utilized. 

<b» Annual bid bonds. Annual bid 
bonds may be used only in connection 
with contracts other than construction 
contracts. Such bonds will cover all 
bids submitted to the Air Force (or com¬ 
ponents thereof if the bond is so re¬ 
stricted > during the fiscal year for which 
the bond is issued. Contractors who 
have filed acceptable annual bid bonds 
will be listed, and the list will be dis¬ 
tributed periodically. 

$ 1010.103 Performance bonds. 

I 1010.103-1 Performance bonds in 
connection with contracts other than 
construction contracts —(a) General. 
Performance bonds will be required 
when, in the opinion of the procuring 
contracting officer, they are necessary 
to protect the interests of the Govern¬ 
ment. The penal sum of percentage will 
be fixed by the procuring contracting of¬ 
ficer in an amount deemed adequate for 
the protection of the Government, but 
usually such penal sum will not be less 
than 20 percent of the total amount of 
the contract, 

(b) Additional performance bonds. If 
a performance bond has been required in 
connection with a contract other than a 
construction contract, and there is exe¬ 
cuted a change order in excess of $25,000* 
or a supplemental agreeement providing 
for any increase in the contract price, an 
additional performance bond to cover 
the increase shall be furnished unless it 
is waived in accordance with law. In lieu 
of an additional bond, a consent of 
surety in the form set forth in i 1010.203 
(a) may be furnished. 

f 1010.103-2 Performance bonds in 
connection with construction contracts — 
(a) General. Performance bonds will be 


required in connection with all construc¬ 
tion contracts exceeding $2,000 in 
amount (except cost-type contracts as 
specified in paragraph (c). of this sec¬ 
tion. os required by the act of August 24, 
1035. as amended (49 Stat. 793; 40 
U. 8. C. 270a-270e), popularly known as 
the Miller Act. The penal sum of the 
performance bond will be in an amount 
deemed adequate by the procuring con¬ 
tracting officer for the protection of the 
Government, but not in a lesser amount 
than any payment boud required in con¬ 
nection w*ith the same contract. The 
requirement of a performance bond may 
be waived for so much of the work under 
the contract as is to be performed in a 
foreign country, provided the procuring 
contracting officer finds that it is im¬ 
practicable for the contractor to furnish 
such bond. For required contract clause, 
see g 1007,3103-0 of this chapter. 

(b) Additional performance bonds. 
When, in connection with a construction 
contract, there is executed a change 
order in excess of $25,000. or a supple¬ 
mental agreement providing for any 
increase in the contract price, an addi¬ 
tional performance bond to cover the in¬ 
crease will be furnished. In lieu of an 
additional bond, a consent of surety in 
the form set forth in § 1010.203 (at (1) 
may be furnished. 

<c> Requirement in cost-type con- 
struction or facilities cott tracts. (1) The 
Miller Act provides that performance 
and payment bonds are required in con¬ 
struction contracts which exceed $2,000 
in amount. However, under the author¬ 
ity of Regulations Governing the Au¬ 
thority to Contract Under Title II of 
the First War Powers Act, as Amended. 
(55 Stat. 839: 50 App. U. 8. C. 6111 and 
Executive Order 10210 (16 F. R 10491 
Issued Thereunder, the Secretary of the 
Air Force has waived performance and 
payment bonds under cost-type <with or 
without fixed fee) construction contracts 
and cost-type facilities contracts involv¬ 
ing construction work. Under cost-type 
contracts such bonds are unnecessary 
and any governmental expense for them 
is unwarranted. This is so for the 
reasons: 

(1) That in cost-type contracts, per¬ 
formance bonds are no protection 
against default since the government 
could most probably not hold a cost-type 
contractor liable for excess damages. 

(il> That sufficient protection under 
cost-type contracts is accorded the ma¬ 
terialmen without the use of payment 
bonds by reimbursing the contractor for 
costs incurred which would include 
amounts paid to materialmen* 

(2) Accordingly, notwithstanding the 
existing requirements of g 10.103-2 of 
this title, performance bonds will not 
be required in connection with cost-type 
(with or without a fixed fee) construc¬ 
tion contracts and cost-type facilities 
contracts involving construction work 
except where an official determines that, 
because of special circumstances in¬ 
volved in the particular case, a perform¬ 
ance bond will be required. 

f 1010.103-3 Annual performance 
bonds . Annual performance bonds may 
be used only in connection with con¬ 
tracts other than construction contracts. 
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Any such bond will be available to cover 
only the contracts awarded by a single 
purchasing office or activity because of 
the need to record obligations under the 
bond which have the effect of progres¬ 
sively reducing the unobligated penal 
amount thereof. An additional bond 
will be required whenever the unobli¬ 
gated balance of penal amount of a 
particular bond is insufficient to satisfy 
additional contractual bond require¬ 
ments. 

$ 1010.104 Payment bonds. 

$ 1010.104-1 Payment bonds in con¬ 
nection with contracts other than con- 
struction contracts. Payment bonds will 
not usually be required in connection 
with contracts other than construction 
contracts even though performance 
bonds arc required. 

<a> Additional payment bonds. (DU 
a payment bond has been required in 
connection with a contract other than 
n construction contract, and there is 
executed a change order in excess of 
$25,000, or a supplemental agreement 
providing for any increase in the con¬ 
tract price, an additional payment bond 
to cover the increase shall be furnished, 
unless it Is waived in accordance with 
law. In lieu of an additional bond, a 
consent of surety in the form set forth 
In g 1010.203 (a) (1> may be used. 

<2> When, In connection with a con¬ 
struction contract, there is executed a 
change order In excess of $25,000 or a 
supplemental agreement providing for 
any increase In the contract price, an 
additional payment bond to cover the 
increase shall be furnished. In lieu of 
an additional bond, a consent of surety 
In the form set forth in f 1010.203 (a) 
<1> may be used. 

5 1010.104-2 Payment bonds in con¬ 
nection with construction contracts — 
<a> General. Payment bonds will be re¬ 
quired in connection with all construc¬ 
tion contracts exceeding $2,000 (except 
cost-type contracts as set forth In para¬ 
graph (b) of this section) as required 
by the Act of August 24. 1935. as amended 
<49 Stat. 793; 40 U. S. C. 270a-270e). 
popularly known as the Miller Act. The 
requirement of a payment bond may be 
waived for that portion of the-work 
which is to be performed In a foreign 
country, provided the procuring con¬ 
tracting officer finds that It is impracti¬ 
cable for the contractor to furnish such 
bond. For required contract clause, see 
$ 1007.3103-9 of this chapter. 

(b> Requirement in cost-type con¬ 
struction or facilities contract. Not¬ 
withstanding the existing requirements 
of 810.104-2 of this title, payment bonds 
will not be required in connection with 
cost-type (with or without a fixed fee) 
construction contracts and cast-type fa¬ 
cilities contracts involving construction 
work, subject to the same exception, au¬ 
thority to make exception, and procedure 
as is provided In 8 1010.103-2 <c) for 
performance bonds. 

(c) Penal sum. The penal sum of the 
payment bond will be as follows: 

(1) When the contract price is not 
more than $1,000,000. the penal sum will 
be 50 percent of the contract price. 


(2) When the contract price is more 
than $1,000,000, but not more than $5,- 
000,000. the penal sum will be 40 percent 
of the contract price. 

(3) When the contract price Is more 
than $5,000,000, the penal sum will bo 
$2,500,000. 

8 1010.105 Advance payment bonds. 
Generally, the security provisions of an 
advance payment agreement should 
make it unnecessary to require a bopd 
to protect the interests of the Govern¬ 
ment. However. Hq AMC. will recom¬ 
mend a bond requirement when such 
requirement is deemed necessary for 
adequate security. Whenever a bond 
requirement is made, the penal sum of 
the bond will equal the full amount of 
the advance payment it supports. 

8 1010.106 Patent infringement bonds . 
Even if a performance bond has not been 
executed, the requirement of a patent 
infringement bond will be the exception 
rather than the rule. Where, however, 
a supply contract or construction con¬ 
tract contains a patent clause of the 
type set forth In Part 9. Chapter I, of 
this title and the financial responsibility 
of a contractor is unknown or doubtful, 
a patent Infringement bond may be 
required. 

(a) On such bonds the penal sum will 
be the lowest which, in the exercise of 
sound Judgment. Is deemed adequate for 
the protection of the Interests of the 
United States. 

8 1010.107 Other types of bonds —Ca> 
Fidelity bonds. 1 1 > Fidelity bonds will 
be required in connection with cost or 
cost-plus-a-fixed-fee supply contracts, 
construction contracts, or contracts for 
the operation of Government-owned 
plants, only in those cases, where, it Is 
desirable to obtain the investigating and 
claim facilities of a surety company and 
such bonds are considered to be reason¬ 
ably necessary for the protection of the 
contractor or the Government. 

(2) When a fidelity bond Is required, 
the Primary Commercial Blanket form 
of fidelity bond as standardized by the 
Surety Association of America or lts 
equivalent is the approved form of 
fidelity bond. A rider should be attached 
thereto providing for notice to the pro¬ 
curing activity concerned in the event 
of any change in or cancellation of the 
bond. 

(b) Forgery bonds. fl> This type of 
bond will be required In connection with 
cost or cost-plus-a-fixed-fee supply con¬ 
tracts, construction contracts, or con¬ 
tracts for the operation of Government- 
owned plants, only when the Com¬ 
mander. AMC. or his delegatee deter¬ 
mines that a forgery bond or policy is 
desirable in order to obtain the investi¬ 
gating and claims facilities of a surety 
company and such bonds are considered 
to be reasonably necessary for the pro¬ 
tection of the contractor or the Govern¬ 
ment. 

<2> The depositor's form of forgery 
bond or policy as standardized by the 
Surety Association of America or lts 
equivalent Is the approved form of for¬ 
gery bond. A rider should be attached 
thereto providing for notice to the pro¬ 


curing activity concerned In the event 
of any change in or cancellation of tho 
bond. 

8 1010.108 Execution and administra¬ 
tion of bonds —(a) Surety bond provi¬ 
sions in invitations for bids on other than 
construction contracts. When a bid 
bond and performance bond art re¬ 
quired. the invitation for bids must in¬ 
clude provisions similar to the following : 

(1) Bid guaranty requirement. Bids m 

a total turn of . _ must be accompanied 

by a guaranty In the amount of 20 percent 
of the aggregate amount of the bid unles* 
bidder hot an annual bid bond on flic atth 
MCPPBB. 

(2) Type of bid guaranty . Bidder shall 
indicate the particular form of guaranty ap¬ 
plicable to this bid by checking the appro¬ 
priate box below: 

□ Standard Form 34. ‘‘Annual Bid Bond 

(Supplies),** on file (Insert aerial num¬ 
ber) _ ... 

□ Standard Form 24, “Bid Bond,” executed 

by ninety company. 

□ Standard Form 24. “Bid Bond ” with **- 

curlty In form of certified check, ensh, 
etc. The Government rea erven the 
right to retain any such aecurity until 
the contract la awarded or until an ac¬ 
ceptable performance bond has been 
submitted by the successful bidder In 
cane certified checks are used m se¬ 
curity. such checks wUl be drawn to :he 
order of the Treasurer of the United 
8 talas. 

(3) Performance bond requirement Con¬ 
tractors entering into contracts with the 
Government for any or all of the article* 
called for under this Invitation foe Bldr. will 
be required to furnish a satisfactory per¬ 
formance bond on Standard Form 25 art 
Standard Form 27 in penal amount of 20 per¬ 
cent of total amount of contract. 

(b> Patent infringement bond. TV.e 
appropriate patent infringement bond 
form follows: 

Know all men by these presents, that we. 

.....-.... as Principal, and .. 

as Surety, are held and firmly bound unto 
the United States of America, hereinafter 
celled the Government, In the penal sum of 

-- dollars, lawful money of the United 

States, for the payment of which sum wrll 
and truly to be made, we bind ourselves, our 
heirs, executors, administrators, and suc¬ 
cessors. Jointly and severally, firmly by these 
presents. 

Tiie condition of this obligation is *ucb. 
that whereas the principal entered into s 
certain contract, hereto attached, with the 

Government, dated . .. 19... for 

.......... — and whereas the said principal 

has specifically obligated himself In «td 
contract to hold and save the Government. 
Its officers, agents, servants, and employes, 
harmless from liability of any nature or 
kind, including cost and expenses, for or on 
account, of any patented or un pa tented in¬ 
vention, article, or appliance mamifacturcd 
or used In the performance of that contract. 
Including their use by the Government of tht 
articles therein contracted for: 

Now, therefore, if the principal shall well 
and truly perform and fulfill the above un¬ 
dertaking and agreement, and shall promptly 
make payment or any Judgment and co«:i 
obtained against the United States under 
the provisions or the Act of June 26. 1910 (36 
Stat. 851). as amended by the Act of July 
1. 1918 (40 Stat. 703). or expenses incident 
thereto, then this obligation to be void, 
otherwise to remain in full force and effect. 

In witness whereof, the above boundcu 
parties have executed this instrument un¬ 
der their several seals this_ day of 
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. .. 10--. the name and corporate 

seal ol each corporate party being hereto 
affixed and theae presents duly signed by it* 
under signed representatives, pursuant to 
authority of its governing body. 

SUBPAtT B—SURETIES ON BONOS 

5 1010.201 General requirements of 
sureties — <a> Corporate sureties — (1) 
Acceptability. To be acceptable, the 
corporate surety must have obtained 
from the Secretary of the Treasury au¬ 
thority to do business under the Act of 
August 13.1894 (28 Stat. 279), as amend¬ 
ed by the Act of March 23. 1910 (36 
Stat. 241): 6 U. 8. C. 8. Treasury De¬ 
partment Form 356. “Companies Hold¬ 
ing Certificates of Authority From the 
Secretary of the Treasury Under Act of 
Congress Approved July 33. 1947. 6 
U. S. C. 6-13) as*Acceptable Sureties on 
Federal Bonds/* is published annually. 
This form Indicates the maximum penal 
sum in which any corporate surety may 
underwrite any one obligation. Any 
corporation whose name Is on this form 
is acceptable within the limits of such 
approval. 

(2> Corporate cosureties. More than 
one corporate surety may be accepted as 
surety upon any recognizance, stipula¬ 
tion, bond, or undertaking In connection 
with either supply or construction con¬ 
tracts. provided that in no case will the 
liability of any such cosurety exceed the 
maximum penal sum in which the cor¬ 
porate surety is qualified to underwrite 
any one obligation. On bonds covering 
supply contracts where the amount of 
the bond is greater than the under¬ 
writing limitation of the corporate 
surety, the latter may reinsure with a 
corporation on the acceptable list of 
corporate sureties, having the required 
underwriting capacity. Reinsurance 
ARreements are not acceptable in con¬ 
nection with construction contracts. It 
is not necessary that corporate cosureties 
obligate themselves for the full amount 
of the bond. Each corporate surety 
may set forth the limit of its liability 
In the bond as a definite and specified 
sum in which the corporate surety is 
qualified to underwrite any one obliga¬ 
tion. As further indicated by the afore¬ 
mentioned forms, the sureties must, 
however, bind themselves “jointly and 
severally" for the purpose of allowing 
a Joint action or actions against any or 
all of them. When the bond Is to be 
executed by two or more corporate sure¬ 
ties. Standard Form 27 will be used in 
the case of a performance bond, and 
Standard Form 27A will be used in the 
case of a payment bond, each in accord- 
nnce with the accompanying instruc¬ 
tions. 

<b> Individual sureties—( 1) Accept - 
Ability. Individual sureties are accept¬ 
able for all types of bonds other than 
ncieiity. forgery and annual bid bonds. 
Provided that they meet the require¬ 
ments specified in subparagraphs (3), 
<4». and <5> of this paragraph. 

<2> Number, if individual sureties 
Are used, at least two responsible Indi¬ 
viduals will be on each bond. 

<3t Ctlizenship. Except as prescribed 
ln ^paragraph (4) of this paragraph, 
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individual sureties will be citizens of the 
United States. 

(4) Domicile. Sureties on bonds exe¬ 
cuted ln foreign countries, the Canal 
Zone, Puerto Rico, Hawaii. Alaska. 
Guam, or any possession of the United 
States, to secure the performance of con¬ 
tracts entered into irt* those places, need 
not be citizens of the United States. 
However, unless they are citizens of the 
United States, they must be domiciled In 
the country. Territory, or possession 
where the contract is to be performed. 

(5) Extent of liability. The liability 
of each individual surety shall extend to 
the entire penal amount of the bond. 

<6) Justification. Individual sureties 
will each Justify in an amount not less 
than the penal amount of the bond. 

<7) Stockholders as sureties. In con¬ 
nection with any bond of which a corpo¬ 
ration is the principal obligor, a stock¬ 
holder ot that corporation is acceptable 
bs cosurety on the bond: Provided. That 
his net worth exclusive ot his stock hold¬ 
ings in the corporation is equal to the 
amount for which he justified: And pro - 
tided further. That such fact is expressly 
stated tn his affidavit of justification. 

(8) Affidavit of individual surety. 
Standard Form 28 will be used in con¬ 
nection with the Justification of an indi¬ 
vidual surety. 

(c) Partnerships as sureties. A part¬ 
nership or other unincorporated associa¬ 
tion. as such, will not be accepted as a 
surety. The individual members of the 
partnership or association may, of 
course, if they meet other requirements, 
qualify as sureties. Individual members 
of a partnership or association will not. 
however, be acceptable as sureties on 
bonds under which the partnership or 
association, or any copartner or member 
thereof, is the principal obligor. 

id» Sttbs/itufion or replacement of a 
surety. In case of financial embarrass¬ 
ment, failure, or other disqualifying 
cause on the part of a surety under a 
bond, the Commander, AMC, will require 
the substitution of a new surety satis¬ 
factory to him. 

5 1010.203 Consent of surety —(a> 
Consent of sureties to modification. If 
a contract Is supported ty a payment or 
a performance bond, the consent of the 
surety should be obtained to contract 
modifications accomplished by supple¬ 
mental agreement or change order as 
follows: 

<1> Supplemental agreements. Sub¬ 
ject to the provisions ot subparagraph 
(3) of this paragraph, the consent of the 
surety should be obtained to any supple¬ 
mental agreement; provided, that if a 
supplemental agreement is issued pur¬ 
suant to the “Changes'* clause of the 
contract, and expressly refers to that 
clause as the authority for issuance, con¬ 
sent of the surety is required only if the 
supplemental agreement Increases the 
contract price by more than $25,000. 

(2) Change orders. Subject to the 
provisions ot subparagraph (3) of this 
paragraph, the consent of the surety 
should be obtained to any change order 
which increases the contract price by 
more than $25,000, or which giants an 
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extension of performance time unless 
the extension of performance time is 
granted pursuant to the “Changes” 
clause of the contract, and expressly re¬ 
fers to that clause as the authority for 
the grant. 

(3) Exception to requirement of con¬ 
sent surety. The provisions of subpara¬ 
graphs (D and <2) of this paragraph, 
are subject to the qualification that the 
consent of a surety under a bond exe¬ 
cuted prior to the execution of a supple¬ 
mental agreement or change order is not 
necessary, if: 

(i) An additional bond is furnished in 
support of the supplemental agreement 
or change order, and 

(ID Such surety is also surety on the 
additional bond. 

lb) Forms of consent of surety author¬ 
ized for use. The following formats will 
be prepared by typewriter as required; 
they will not be established as local forms 
nor reproduced as such for subsequent 
fill-in purposes. 

(i) Consent of surety to a modifica¬ 
tion providing for an increase in the 
penal sums of bonds previously given: 

Consent or Suivxt 

Date . 

Contract No. ...... Modification No-- 

Content of 8urety Is hereby given to the fore¬ 
going contract modification, and the surety 
agrees that its bond or bonds shall apply and 
extend to the contract as modified or amend¬ 
ed thereby. The principal and surety further 
agree that on and after the execution of this 
consent, the penalty of the aforementioned 
performance bond or bonds is hereby In¬ 
creased by ._dollars 1 and the penalty 

of the aforementioned payment bond or 
bonds is hereby increased by ...... dollars. 1 

In presence of— 


(seal1 

(Individual principal) 


(Business address) 


(Corporate principal) 


< Business address) 

Attest: 


By.. 

t Affix corporate seal) 


(Corporate surety) 


(Bustueas address) 


By. 

(Affix corporate seal) 

<2» Consent of surety without provid¬ 
ing for an increase in the penal sums of 
bonds previously given: 

Consxnt or Suxrrr 
Date 

Contract No._ Modification No. ..._ 

Consent of Surety is hereby given to the 
foregoing contract modification, and the 
surety agrees that its bond or bonds shAU 


1 Here fix an amount of Increase at least 
ln the same proportion that the penalty on. 
the original bond bears to tbe contract price 
on the original contract. The penalty of the 
payment bond shall not be Increased beyond 
two million five hundred thousand dollars. 
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apply and extend to the contract aa modified 
nr amended thereby. 

In presence oX 


(Address) 


(Corporate surety) 
\ Business address) 

Attest: 


By.—... 

(Affix corporate sealj 

SUBPART D—-INSURANCE UNDER FIXED-PRICE 
CONTRACTS 

9.1010.401 Policy. Insurance in con¬ 
nection with fixed-price contracts: The 
requirements under applicable laws, such 
as State law's governing workmen's com¬ 
pensation and employers* liability cover¬ 
age and Federal laws, such as the Federal 
Longshoremen s and Harbor Workers* 
Act where applicable, or, in the case of 
common carriers, cargo insurance as re¬ 
quired by Interstate Commerce regula¬ 
tions, are sufficient to compel the con¬ 
tractor to comply with such laws. The 
contracting officer will not, therefore, im¬ 
pose insurance requirements other than 
evidence from the contractor that such 
laws have been complied with. Where 
a performance bond supports the con¬ 
tract such evidence will not be necessary. 

(a> Insurance on Government prop¬ 
erty. Under the degree of responsibility 
for Government property established by 
contract clause, the purchase or nonpur. 
chase of property Insurance is discre¬ 
tionary* with the contractor, and insur¬ 
ance requirements will not be imposed by 
the contracting officer. 

<b> Insurance in special cases . In 
special cases, when it is deemed neces¬ 
sary in connection with the performance 
of a contract, other types of insurance 
may be required. 

§ 1010.451 Work at Government in¬ 
stallation . If work under a fixed-price 
contract is at a Government installation, 
the contractor should be required to 
present evidence of the following kinds 
of insurance: workmen's compensation 
Insurance; comprehensive general lia¬ 
bility insurance: automobile liability 
Insurance. Although it Is usually rea¬ 
sonable to assume that a reputable con¬ 
tractor is aware of his obligations to the 
public add has a personal interest in 
being Insured for such obligations, the 
procuring contracting officer prior to the 
award of a contract will determine that 
the contractor does carry insurance of 
the above types wl Jch is reasonable as to 
form and limits. 

5 1010.452 Required endorsement. 
Waiver of subrogation. Unless an addi¬ 
tional premium is required, an Insurance 
policy covering operations under a Gov¬ 
ernment contract will be endorsed waiv¬ 
ing the insurer's right of subrogation 
against the Government for losses under 
the policy arising out of operations in 
connection with the AF contract, except 
where specific exception is made in an¬ 
other section of this part. 

SUBPART E—INSURANCE UNDER COST- 
REIMBURSEMENT-TYPE CONTRACTS 

9 1010.501 Policy. The following in¬ 
structions are applicable to each of the 
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types of insurance discussed in the sec¬ 
tions under this subpart, except where 
specific exception is made. 

<a> Required endorsements —(1) 
Waiver of subrogation. Unless an addi¬ 
tional premium Is required, an insurance 
policy covering-operations under a Gov¬ 
ernment contract will be endorsed waiv¬ 
ing the insurer's right of subrogation 
against the Government for losses under 
the policy arising out of operations in 
connection with the AF contract, except 
where specific exception is made to 
another section of this subpart. 

(2) Notice ol cancellation. Every in¬ 
surance policy, the cost of which Is 
wholly or in part reimbursed under AF 
cost-relmbursement-typo contracts, will 
be endorsed to give at least 30 days no¬ 
tice. prior to cancellation of the policy, 
to: Commander. Air Materiel Command, 
Attn: Bonds and Insurance Section 
tMCPPBB), Hq AMC. Wrlght-Patterson 
Air Force Base. Ohio. 

9 1010.501-2 General liability insur¬ 
ance —(a) Comprehensive general Ua - 
bility insurance. il» This insurance 
protects the insured against loss due to 
claims for bodily Injury and property 
damage resulting from accidents arising 
out of the existence or use of premises of 
the contractor, or the conduct of the 
contractor's business operations i ex¬ 
cept those claims arising from motor 
vehicle accidents w hich occur outside his 
premises, these claims covered by work¬ 
men's compensation law, or other ex¬ 
clusions stated in the policy >. This 
insurance will be required with limits of 
$50,000 per person, $100,000 per acci¬ 
dent. The Government assumes the risk 
for the contractor's Insured third-party 
liability. 

(2) General liability Insurance for 
damage to property of others may be 
purchased under the general liability 
policy w'here. in the opinion of the con¬ 
tracting officer, the exposure under the 
contract operations is such as to warrant 
obtaining the specialized claims and in¬ 
vestigative services of the iasurance car¬ 
rier in the event of extensive damage to 
property of others. Prior approval for 
the purchase of this type of insurance 
will be obtained from the Commander. 
AMC. and limits of $50,000 per accident 
with an aggregate limit of $100,000 for 
each year of policy coverage will be con¬ 
sidered adequate. However, where com¬ 
mingling of operations permits the 
Government's protection at a nominal 
cost under insurance carried by the con¬ 
tractor in the course of his commercial 
operations, the participation In such in¬ 
surance will be deemed in the best inter¬ 
est of the Government. 

(3) If. at a given location, operations 
under a cost-type contract are com¬ 
mingled with commercial operations 
and/or operations under fixed price con¬ 
tracts, and the cost-type operations con¬ 
stitute only a minor portion of total 
operations, the limits of liability for in¬ 
surance prescribed in this section may 
be higher than normally acceptable. 

<4) Contractual liability insurance 
protects the contractor against loss aris¬ 
ing under assumption of liability by 
agreement. This insurance will be pro¬ 
vided in the comprehensive general 


liability policy where a contractor has 
assumed liability under: 

<J> A lease of premises: 

(il> An easement agreement; 

<iii) An agreement required by mu¬ 
nicipal ordinance: 

ilvi A sidetrack agreement; or 

(1) An elevator- or escalator-ma.i- 
tenanco agreement. 

The purchase of insurance for other as¬ 
sumed liability may be approved where 
assumption of such liability by the con¬ 
tractor has been authorised and the 
Commander. AMC, determines that the 
purchase of such insurance is necessc ry. 

<5> Where insurance prescribed by 
this section is purchased for contracts 
to be performed outside the continental 
limits of the United 8tates, its T 
torles and possessions, the Commander. 
AMC. is authorized to revise downward 
the monetary limits prescribed in this 
section. 

5 1010.501-3 Automobile liability in¬ 
surance. Automobile public liability and 
property damage insurance will be re¬ 
quired with limits of $50,000 per person 
and $100,000 per accident for bodily in¬ 
jury liability and $5,000 for property 
damage liability on the comprehensive 
policy form covering all ow*ncd. non- 
owned, hired, and Government-fur¬ 
nished motor vehicles which will be used 
in the contract operations where use 
will not be limited exclusively to the 
premises on which the work under such 
contract is performed. The risk of 
liability losses which, in compliance with 
Government requirements, are unin¬ 
sured or exceed the amount of insur¬ 
ance. Is assumed by the Government. 
This Is consistent with the Government 
policy of being a self-insurer. ' In the 
event vehicles Insured under an auto¬ 
mobile liability policy are used by the 
contractor In connection with his other 
operations os well as operations under 
AF cost-reimbursemcnt-type contracts, 
and the latter operations constitute a 
minor part of the total, limits of liability 
other than those stated may be ap¬ 
proved. When such insurance is pur¬ 
chased for contracts to be performed 
outside the continental limits of the 
United States, its Territories and pos¬ 
sessions, the Commander. AMC. is au¬ 
thorized to revise downward the mone¬ 
tary limits prescribed in this section. 

9 1010.501-4 Aircraft public and pas¬ 
senger liability insurance. <a> Under a 
cost-type contract, the contractor will 
carry Insurance required by law and in¬ 
surance for his legal liability in accord¬ 
ance with the following requirements: 

<1> Workmen's Compensation Insur¬ 
ance will be carried as required by the 
applicable workmen's compensation laws. 
This coverage will not necessarily be on 
a sepernte policy if the contractor con¬ 
ducts other operations In addition to 
operations involving an aviation hazard. 
One policy can cover all operations of a 
contractor statewide, countrywide, or 
even worldwide. Subpart T of this part 
treats this coverage In greater detail* 
The statements therein arc equally 
applicable to aviation risks. 

(2) Aircraft Liability Insurance will 
be carried by the contractor, providing 
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bodily injury coverage Including passen¬ 
ger liability if the exposure exists and 
property damage coverage. The limits of 
liability should be $50,000 per person and 
$100,000 per accident for bodily injury, 
and $50,000 per accident for property 
damage, 

(3) Airport Liability Insurance, if the 
operation of an airport ds necessary for 
or Incident to performance of a contract, 
will be carried by the contractor for bod¬ 
ily injury at limits of $50,000 per person 
and $100,000 per accident. Property 
damage coverage will not be carried. 

<4> Hangar Keeper's Liability Insur¬ 
ance is a form of insurance which nor¬ 
mally should not be necessary In per¬ 
formance of a cost-type contract. Even 
if it can be demonstrated that a Hangar 
Keeper’s Liability exposure does exist 
under a cost- type con true t. insurance is 
not necessary. It is the intent of the 
Government to indemnify the contractor 
for claims and losses resulting from this 
liability. 

<b> Aircraft Hull Insurance and Air¬ 
planes in the Open Insurance shall not 
be purchased to cover aircraft manufac¬ 
tured. modified, or serviced under a 
Government cost-type contract. 8uch 
aircraft are Government property. Con¬ 
sequently, the contractor Is relieved of 
liability in Accordance rith the provi¬ 
sions of the Government Property 
clause in -the contract. Aircraft not 
owned by the Government and used in 
connection with operations under a cost- 
type contract may be insured under 
either above types of Insurance and the 
cost of the insurance will be allowable. 

<c> Under a cost-type contract, the 
contractor Is entitled to reimbursement 
of costs and expenses Incurred in the 
defense and/or discharge of such claims 
of others on account of death or bodily 
injury of person* or loss or destruction 
of or damage to property as may arise 
out of or In connection with.the per¬ 
formance of the work under the contract 
if such claims are. in accordance with 
Government policy, uninsured or insur¬ 
ance is inadequate. 

<d> Approval of insurance in connec¬ 
tion with cost-type contracts is not al¬ 
ways based upon strict compliance with 
the Government policy expressed in the 
Preceding paragraphs. Practical con¬ 
sideration may Justify deviation from 
normal practice. For example, if oper¬ 
ations under cost-type contracts are 
commingled with fixed-price contracts 
and or commercial operations and the 
cost -type contract operations constitute 
Part of the total, It might be 
dytsable to go along with the contrac¬ 
tor s existing insurance program. 

5 1010.501-50 Boiler and machinery 
nsurance. This type of insurance pro- 
*** contractor against loss due to 
accidents arising from boilers, pressure 
easels, 0 r machinery. The chief value 
ci this insurance Ls the inspection serv- 
JJJ5 y Qualified insurance personnel 
horded under the Insurance policy, 
jhc purchase of such Insurance by Air 
rorce cost-roimbursement-type con- 
is aut hor&ed as an item of 

reimbursement, 

• 1010 501-51 Group insurance plans. 
roup life insurance plans and such 
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other forms of insurance as are provided 
voluntarily to employees in order to fur¬ 
nish benefits in the event of death, dis¬ 
ability. dismemberment, hospitalization, 
surgical, or medical care will be subject 
to review by the Commander, AMC. 
Where employees under the cost-reim¬ 
bursement-type contract are added to 
the contractor’s already existent group 
life or similar type of insurance policies, 
provision should be made at contract 
termination to see that any experience 
refund due from the last year of contract 
operation will be credited proportion¬ 
ately to the contract. 

§ 1010.501-54 Products liability insur¬ 
ance. In applying the policy set forth in 
§ 1010.2701. the responsible contracting 
officer will recognize as a cost only that 
part of the’premiums for the approved 
Products Liability Insurance which is 
identifiable with the contract work. 

4 1010.501-55 Use and occupancy in¬ 
surance —(a) Policy. When costs in 
connection with Use and Occupancy In¬ 
surance are presented for allowance, the 
aggregate indemnity available will be 
analyzed. Only that percentage of total 
insurance cost which is identifiable with 
indemnity benefits determined to be ac¬ 
ceptable within the intent of paragraph 
<b> of this section will be allowable for 
reimbursement or cost determination 
purposes. 

<b> Insurance costs —(1) Allowable 
costs . For insuring those items of fl/ed 
charges and other expenses which arc 
allowable items of costs in Air Force con¬ 
tracts, this form of insurance will be 
considered an allowable cost. Such fixed 
charges and other expenses include, but 
are not limited to, salaries of employees 
under contract and other key employees, 
rents, most insurance premiums, and 
charges for noncanccllable contracts for 
light, heat or power. 

(2> Unallowable costs. The cost of 
insuring the net profit a contractor is 
prevented from earning during a period 
of business interruption or suspension is 
not considered an allowable cost in con¬ 
tracting. Similarly, certain items of 
fixed charges such as interest, Federal 
income taxes, donations, and certain ad¬ 
vertising expenses are likewise consid¬ 
ered unallowable costs in Air Force 
contracts. 

4 1010.503 Government property. See 
5 13.503 of this title for applicable clause. 
4 7.203-22 of this title for Insurance 
Liability to Third-Persons Clause. 

Insurance on Government property . 
The policy of the Air Force is generally 
not to require or approve insurance cov¬ 
ering loss of or damage to property, legal 
title to which is in the United States, 
used in connection with cost-reimburse¬ 
ment-type Air Force contracts. Ordi¬ 
narily. the contractor will be relieved of 
liability for loss or damage to Govern¬ 
ment property in accordance with the 
provisions contained In the Government 
Property clause of the contract 

5UBPART T—WORKMEN'S COMPENSATION 
INSURANCE 

4 1010 2002 Policy, (a) With respect 
to workmen s compensation, the con¬ 
tractor is required to carry insurance. 
Such insurance will pay the contractor’s 
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employees all his statutory obligations 
and will indemnify the contractor for 
other losses in accordance with policy 
provisions. 

<b) Self-insurance: Self-insurance for 
workmen's compensation is acceptable in * 
fulfillment of the workmen’s compensa¬ 
tion Insurance requirement. The con¬ 
tractor’s self-insurance plan is subject to 
approval by appropriate state authori¬ 
ties. However, such approval is not the 
sole consideration in Air Force approval. 
The self-insurance must not expose the 
Air Force to a cost which would exceed 
the cost of commercial insurance. As a 
matter of fact, the cost of self-insurance 
should be less if for no other reason than 
the absence of acquisition cost which 
constitutes a significant percentage of 
the premium paid to a commercial in¬ 
surer. The acquisition cost is the amount 
paid by the insurance company for se¬ 
curing business, such as commissions to 
agents and brokers and in some com¬ 
panies field supervision costs. 

SUBPART Y—PENSION PLAN COSTS IN AIR 
FORCE CONTRACTS 

4 1010.2501 Approvals required. 

4 1010.2501-1 Internal Revenue Serv¬ 
ice. Internal Revenue Service approval 
of the pension plans Is required before 
pension plan costs can be deducted as 
expenses for corporate income tax p* *- 
poses. When required for corporate in¬ 
come tax purposes, the Internal Revenue 
Service approval is also required before 
allowing pension plan costs under Air 
Force contract. 

4 1010.2501-2 Procuring contracting 
officer's responsibility. It is the responsi¬ 
bility of the procuring contracting officer 
to obtain approval of the contractor's 
pension plan from Bonds and Insurance 
Section iMCPPBB*, Hq AMC. before 
awarding to a contractor a negotiated 
fixed-price contract in an amount in ex¬ 
cess of $1,000,000. 

4 1010.2507 Reversion credits, fa) 
Whenever the procuring contracting of¬ 
ficer is informed by the Bonds and In¬ 
surance Section that a suitable discount 
of pension plan costs has not been nego¬ 
tiated, the net cost, after deduction for 
current dividends and reversion credits, 
of pension plans under cost-type con¬ 
tracts and negotiated fixed-price con¬ 
tracts subject to price redetermlnaticn 
will be allowed, provided the contractor 
is willing to accept the following clause 
in his Air FVirce contract: 

Recovery of Pension Benefits to the 
Government 

Within 0 month* following termination or 
completion of this contract, the Con true tor 
will submit to the Contracting Offlcer a state¬ 
ment of the value of the non vested benefits 
which have been canceled and which It la 
reasonably anticipated will be canceled In the 
future as a result of dismissal of employees, 
together with extracts from the records of the 
Contractor showing how said value Is arrived 
at. Upon receipt of such statement, the Con¬ 
tracting Officer will negotiate with the Con¬ 
tractor to determine the amount of the re¬ 
fund or allowance, if any. which is due to the 
Government by reason of the fact that such 
non vested benefits were purchased In connec¬ 
tion with work under Government contracts. 
The amount agreed upon by negotiation shall 
be applied in reduction of any payments to 
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b* mud* by the Government under thU con¬ 
tract or will oiberwla* be credited or paid by 
such other means ns the Contracting Officer 
may direct Failure to agree upon the 
amount or method of repayment ehall be 
treated as a dispute within the meaning ol 
the Disputes clause, hereof. 

<b> All existing cost-type contracts 
should be reviewed for consideration of 
the use of this clause. Also, all existing 
fixed-price contracts with price redeter- 
minatlon articles should be reviewed 
prior to the time of price redetermlna- 
tion for consideration of the use of this 
clause. It is not generally considered 
practical to use the clause in paragraph 
<a) of this section in those contracts 
where the contractor has less than 
$1,000,000 of Government contracts since 
the value of the canceled nonvested 
benefits is small. In such contracts a 
discount of these pension plan costs is 
considered more practical. 

SUBPART Z—ACCIDENT AND DISABILITY IN¬ 
SURANCE FOR OCCUPATIONAL HAZARDS 

5 1010.2600 General. These risks may 
be insured in most cases under one of the 
master policies issued by the Indemnity 
Insurance Company of North America. 
These master policies insure employees of 
contractor who are engaged in extrahaz- 
ardous operations under a contract with 
any one of the services of the Department 
of Defense. Master Policy FD-502 covers 
research operations for an annual cost of 
$40 per employee with a principal sum 
of $10,000. Master Policy FD-508 covers 
other than research operations for an 
annual cost of $40 per employee in the 
Western Hemisphere and $60 per em¬ 
ployee outside the Western Hemisphere, 
with a principal sum of $10,000. A con¬ 
tractor can insure those employees who 
are engaged in extrahazardous opera¬ 
tions under a Government contract by 
contacting the Insurance company (In¬ 
demnity Insurance Company of North 
America. 620 Woodward Bldg., Washing¬ 
ton 5. D. C.). 

5UBPART AA—PRODUCTS LIABILITY INSURANCE 
UNDER AIR FORCE CONTRACTS 

9 1010.2701 Policy, (a) Subject to the 
approval by the responsible contracting 
officer of the terms, limits, and rates in¬ 
volved. Products Liability Insurance is 
authorized in connection with contracts 
for the manufacture of aircraft, and the 
premiums covering such approved in¬ 
surance will be recognized as a cost. 

< b) Except with the approval of Secre¬ 
tary of the Air Force, no provision shall 
be Included in any contract for the man¬ 
ufacture of aircraft executed as of a 
date on or after November 17.1952 which 
provides for reimbursement to. or indem¬ 
nification of. a contractor on account of 
liability to third persons for loss or dam¬ 
age to property, death, or bodily injury 
where the liability arises out of a “prod¬ 
ucts hazard * as that term is defined in 
the usual type of aircraft Products Lia¬ 
bility Insurance Policy. • 

5 1010.2701-2 Interpretations, (a) In 
applying the policy set forth in 
9 1010.2701, the responsible contracting 
officer will recognize as a cost only that 
part of the premiums for the approved 
Products Liability Insurance which is 
identifiable with the contract work. 


(b) The policy stated In 9 1010.2701 
will apply only to contracts for the man¬ 
ufacture of new aircraft and contracts 
for the modification of existing aircraft. 
For the purpose of applying this policy, 
aircraft is defined as a vehicle capable of 
being airborne and designed to carry at 
least one person in normal flight. 


Part 1011 —Federal. State, and Local 
Taxes 

Sec. 

1011.054 Disputed tax matters. 

Subpart A—Federal lxci»« Tom 

1011.101 Retailers' excise tax. 

1011101-2 Furs. 

1011.101- 5 Special fuels. 

1011.102 Manufacturers' excise lax. 

1011.102- 1 Motor vehicles. 

1011.102- 3 Gasoline. • 

1011.102- 4 Lubricating oils. 

1011.102- 7 Electric light bulbs. 

1011.102- 8 Radio and television receiving 
sets, phonographs and records. 

1011.102- 11 Firearms, ohells, and cartridges. 

1011.103 Excise taxes on facilities And 
services. 

1011.103- 2 Transportation of persons. 

1011.103- 4 Transportation of oil by pipeline. 

1011.104 Use tax on highway motor vehicles. 

Subpart 8—Exemptions From Federal Excise 
Taxes 

Sec. 

1011.201 Supplies for exportation or ship¬ 
ment to a possession. 

1011.201- 1 Retailers’ excise tax. 

1011.201- 2 Manufacturers' excise taxes. 

1011.202 Supplies and services for Use ex¬ 
clusive use of the United States. 

1011204 Supplies for vessels and airplanes. 
1011-205 Other exemptions. 

1011.200 Tax exemption forms. 

Subpart C—Slots ond local Taxes 

1011.301 Applicability. 

1011.302 Tax-exemption forms. 

1011 350 Particular State or local taxes. 
1011.351 Indiana gross Income tax. 

1011.351- 2 Applicability of section, 
1011361-3 General, 

1011.351- 4 Procedures. 

Subpart D—Contract Cloutet 

1011.401 Fixed-price contracts. 

1011.402 Cost-reimbursement contracts 

Subpart T—foreign Taxet 

1011 2000 Scope of Subpart. 

10112001 General. 

1011.2002 Tax clauses for ttxe In contracts 
with foreign governments and foreign 
contractors. 

Subpart U—Collection ond Payment of Federal 
Excite Taxet by the Government Where the 
United Statet It Vendor 

10112100 Collection from purchaser or 
user. 

10112102 Transfers of Government-owned 
property. 

1011.2103 Sale of property to a lump-sum 
contractor. 

Authority: || toil 054 to 1011.2103 Issued 
under sec. 8012, 70A Stat 488. 10 U. S. C. 
8012. Interpret or apply secs. 2301-2314, 
70A Stat. 127-133: 10 U. S. C. 2301-2314. 

9 1011.054 Disputed tax matters. All 
matters reaching a point of dispute with 
taxing authorities regarding the validity 
of or refunds for taxes Imposed upon or 
assessed against the property of or 
transacUons with cost-plus-flxcd-fec 
contractors or contractors who have 
provision for tax-escalation in their con¬ 
tracts. or any tax dispute involving the 


United States Air Force, w’lll be reported 
directly to The Judge Advocate General* 
USAF. with a detailed factual statement 
thereon, before entering into negotia¬ 
tions with the Federal. State, or local tax 
officials. 

SUBPART A—FEDERAL EXCISE TAXES 

9 1011.101 Retailers* excise tax —'a) 
General . When title passes and when 
the tax attaches is dependent upon the 
intention of the parties as gathered 
from the contract of sale and the at¬ 
tendant circumstances. In the absence 
of expressed intention, the legal rules 
of presumption followed in the Jurisdic¬ 
tion where the sale is made govern in 
determining when title passes. Gen¬ 
erally. title passes upon delivery of the 
articles to the purchaser or to a carrier 
for the purchaser, see 26 CFR <1939» 
320.4 »b) (Treasury Regulation (T. R> 
51). Every person who sells at retail 
any article covered by 11.101-1 to 
11.101-4 of this title, or leases such 
article is liable for tax whether such 
sale qr lease is made directly or through 
an agent. 

fb) Credit or refund. If the price 
upon which the tax was computed is sub¬ 
sequently reduced, credit or refund may 
be obtained by the retailer. Claim by a 
retailer for credit or refund must show, 
among other things, that the tax has 
not been collected from the ptircha^ r or 
has been repaid to him or that his writ¬ 
ten consent to the allowance oi the 
credit or refund has been obtained. 
Where an article sold under a contract 
is returned to the retailer from whom 
purchased, whether before or after use. 
by reason of a defect or failure under 
a warranty of the contract, and a new 
article of the same kind is given without 
charge In exchange therefor, no Ux is 
payable with respect to the transaction. 

9 1011.101-2 Furs. Where fur on the 
hide or pelt is supplied to a dresser or 
dyer of fur skins or a manufacturer or 
repairer of fur articles, who produces a 
taxable article for the use of the sup¬ 
plier of the fur. the tax applicable to 
such transaction is to be computed upon 
the fair retail market value of the fin¬ 
ished article. Generally, the fair market 
value may be considered as the retail 
sales price for which the same or a 
similar finished article is sold by re¬ 
tailers generally in the ordinary course 
of the retail trade. 

9 1011.101-5 Special fuels. Diesel 
fuel and special motor fuel procured by 
a delivery order under a Military Pe¬ 
troleum Supply Agency (former Armed 
Services Petroleum Purchasing Agency! 
contract are tax-exclusive unless de¬ 
livered by the contractor into the tank 
of a highway motor vehicle, in which 
event the fuel is subject to tax as indi¬ 
cated in | 11.101-5 (ai and ib> of this 
title. Small purchases of fuel, other 
than AF Form 15 purchases, not under 
a Military Petroleum Supply Agency 
contract, will be tax exclusive unless all 
the fuel purchased under a particular 
contract Is for a taxable use as set forth 
in 9 11.101-5 (a) and <b> of this title. 
Jn which event a tax at the appropriate 
rate will be paid. The refunds or credits 
for certain uses of tax-paid fuels, out- 
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lined In 911.101-5 fe> of this title, will 
not be claimed unless the amount recov¬ 
erable is in excess of $100.00. Any such 
refunds or credits will be obtained from 
the contractor by adjustment of the con¬ 
tract price. In such case, evidence of 
such non-taxable use may be furnished. 
The format of an exemption certificate 
for this purpose is set forth in 1 1011.206 
ia> <3>. 

f 1011 102 Manufacturers 9 excise 
tax—<a> General When title passes 
and. thus, when the tax attaches is de¬ 
pendent upon the intention of the parties 
as gathered from the contract of sale 
and the attendant circumstances. In 
the absence of expressed intention, the 
leual rules of presumption followed In 
the jurisdiction where the sale is made 
govern in determining when title passes. 
Generally, title passes upon delivery of 
the articles to the purchaser or to a 
carrier for the purchaser. Chartres for 
coverings, containers, and the like, are 
included in the sale price for purposes 
of computing the tax. even when there is 
an agreement that the manufacturer will 
refund to the purchaser a specified 
amount upon return of the covering or 
container. However, when such cover¬ 
ings or containers are returned by the 
purchaser, and the manufacturer actu¬ 
ally refunds the amount agreed upon, 
the lax should be adjusted, except where 
the administrative cost would make tax 
adjustment uneconomical. 

<b> Credit or refund. If the price 
upon which the tax was computed is sub¬ 
sequently reduced, credit or refund may 
be obtained by the manufacturer. 
Claim by a manufacturer for credit or 
refund must show, among other things, 
that the tax has not been collected from 
the purchaser or has been repaid to him 
or that his written consent to the allow¬ 
ance of the credit or refund has been 
obtained. 

51011.102-1 Motor vehicles, (a) 
Chajisis and bodies: The chassis and 
body are treated separately for tax pur¬ 
poses. Thus, chassis and bodies may be 
taxable at different rates although com¬ 
bined. The respective selling prices of 
the body and chassis must include all 
instruments, parts, and accessories made 
a part thereof, or attached to. or sold in 
connection therewith. Where doubt 
exists as to whether a part or accessory 
should be included In the sale price of 
the body or of the chassis, the custom of 
wiling such part or accessory with 
either bodies or chassis, when sold sep¬ 
arately. will determine the rate of tax. 
If the purchaser of a tax-paid chassis 
attaches thereto a body manufactured by 
him and sells the completed vehicle, he Is 
liable for the tax on the sale price of 
the body. However, if the completed 
chicle is sold for a lump sum. the tax 
attaches to such lump sum. unless the 
price of the body is stated as a 
wparate item on the invoice to the cus¬ 
tomer. or unless such sale price can be 
established by adequate records. A like 
^ applies where the manufacturer of 
a chassis Installs thereon a tax-paid 

and sells the completed vehicle. 
Bodies arc exempt from tax when sold by 
me manufacturer to a manufacturer of 
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automobiles to be sold by the purchaser: 
however, a chassis manufacturer who 
purchases a body tax-free is required to 
pay tax on his sale of the completed 
vehicle as the manufacturer of both 
chassis and body. There is no provision 
permitting a manufacturer of automo¬ 
bile chassis to sell such chassis tax free 
to manufacturers of automobile bodies. 

(b> Unpublished Internal Revenue 
rulings have held this tax Inapplicable to 
motor driven machines which are not 
designed for highway use. or are barred 
from sucli use by reason of overweight, 
overwldth or for any other reason. Sim¬ 
ilar rulings apply to trailers < oxygen or 
bomb dolUes) not constructed primarily 
for highway use or not adaptable for 
such use without adjustment. Replace¬ 
ment parts for such vehicles, if a part is 
interchangeable In taxable vehicles as 
well as nontaxable vehicles are taxable. 

4 1011.102-2 Gasoline, (a) Aircraft 
gasoline procured by delivery orders un¬ 
der Military Petroleum Supply Agency 
contracts will be tax exclusive, other 
gasoline so procured will be tax inclusive. 
As indicated in 5 11.102-3 (b) of this 
title, the ultimate purchaser of gasoline" 
upon which a tax of 3 cents per gallon 
has been paid is entitled to a refund 
of 1 cent per gallon for such gasoline not 
used as fuel in a highway vehicle, which: 
At the time of such use is registered, or 
is required to be registered, for highway 
use under the laws of any State or 
foreign country*, or if owned by the 
United States, is used on the highway. 
This refund will not be claimed. 

<b) Reference is made to 4 11.204 of 
this title and § 1011.204. which estab¬ 
lish policy and procedures concerning 
gasoline purchased for aircraft and 
vessels. However, purchases of aircraft 
gasoline on AP Form 15 will be inclusive 
of Federal excise taxes and no exemption 
certificate will be issued for such taxes. 

5 1011.102-4 Lubricating oils, (a) 
Lubricating oils, including oils for cut¬ 
ting, procured by delivery orders under 
a Military Petroleum Supply Agency 
contract normally will be tax inclusive at 
the appropriate rate of 6 cents or 3 cents 
per gallon. Small purchases of oil, not 
under a Military Petroleum Supply 
Agency contract, will be tax Inclusive 
only to the extent required by the In¬ 
ternal Revenue Code, as outlined in 
1 11.102-4 (a) and (b) of this title. 

<b> Exemption certificates: An ex¬ 
emption certificate is available when 
lubricating oils ore sold by the manu¬ 
facturer directly for nonlubricating pur¬ 
poses. provided that: 

(!) The manufacturers have definite 
knowledge, prior to or at the time of 
sale, that the product is purchased for 
such purposes: 

(2> An appropriate certificate is fur¬ 
nished the manufacturer. This exemp¬ 
tion will be used In any case in which 
such use appears advantageous. The 
format of an exemption certificate for 
this purpose is set forth in 4 1011.206 
(a) <3>. 

<c> The refunds and credits outlined 
In 5 11.102-4 (c) of this title will not be 
utilized unless the amount recoverable 
is In excess of $100. Any such refunds 
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or credits will be utilized through the 
contractor by adjustment of the contract 
price. 

f 1011.102-7 Electric light bulbs. An 
electric light bulb or tube is any device 
designed for the diffusion of artificial 
light for illuminative or decorative pur¬ 
poses through the use of electricity. 

4 1011.102-3 Radio and television re- 
ceiving sets , phonographs and records. 
In connection with the exemption for 
radio and television components set forth 
in 9 11.102-3 (b). the procedure set forth 
may not require the issuance of tax 
exemption certificates by AF personnel. 
Procuring contracting officers and offices 
responsible for administering contracts 
arc cautioned to exercise care to make 
sure all benefits of this exclusion are ob¬ 
tained by the Government. In connec¬ 
tion with contracts written prior to 
August 31. 1955 on which deliveries are 
to be made after that date, the prices 
therein should be adjusted to reflect this 
relief from tax available to tho 
manufacturers. 

9 1011.102-11 Firearms, shells , and 
cartridges. <a) Definitions: The term 
"firearms" includes all portable weapons, 
such as rifles, carbines, machine guns, 
shotguns, and fowling pieces, from which 
a shot, bullet, or projectile may be dis¬ 
charged by on explosive. The terms 
••shells- and -cartridges" include all 
combinations of projectile, explosive, and 
container which are designed, assembled, 
and ready for use without further manu¬ 
facturing In portable firearms, including 
pistols and revolvers. 

<b> Exemption: Generally, clearly 
identified orders or contracts of a mili¬ 
tary department when signed by an au¬ 
thorized officer of such department will 
be accepted In support of the exemption. 
In the absence of such orders or con¬ 
tracts. a statement signed by an au¬ 
thorized officer of a military department 
that the firearms, shells, or cartridges 
were purchased with funds appropriated 
for the military deportments will be ac¬ 
ceptable. 

(c) Procurements involving the pur¬ 
chase of "firearms.’* "ahelLs" or "car¬ 
tridges" for the Air Force will be exclu¬ 
sive of Federal excise taxes. 

x 9 1011.103 Excise taxes on facilities 
and services. 

. 5 1011.103-2 Transportation of per¬ 
sons. It Is not necessary that the trans¬ 
portation be between two definite points. 
If not otherwise exempt, a payment for 
continuous transportation beginning 
and ending at the same point ia subject 
to the tax. A plane does not fall within 
the category of a motor vehicle, and 
therefore, Is not entitled to the tax ex¬ 
emption applicable where a motor ve¬ 
hicle has a seating capacity of less than 
10 adult passengers, including the driver, 
and Is not operated on an established 
line. The tax does not apply to pay¬ 
ments for transportation where the 
charge is 35 cents or less. The exemp¬ 
tion is determined by the amount paid 
for a single one-way trip. An amount 
paid for the charter of a car. train, 
motor vehicle, aircraft, or boat is ex¬ 
empt from the tax if the payment repro- 
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sent* a per capita charge of 35 cent* or 
less for each person actually transported. 
Any amount paid for seating or sleeping 
accommodations is not subject to the 
tax where the amount of the related 
payment for transportation is 35 cents or 
less. 

6 1011.103-4 Transportation of oil by 
pipeline. The fair charge for transpor¬ 
tation will be computed from actual 
bona fide rates or tariffs; or if no such 
rates or tariffs exist, then on the basis 
of the actual bona fide rates or tariffs of 
other pipelines for like services: or if no 
such rates or tariffs exist, then on the 
basis of a reasonable charge for such 
transportation. The term ‘Transporta¬ 
tion” will not include any movement 
through lines of pipe within the prem¬ 
ises of a refinery, a bulk plant, a ter¬ 
minal, or a gasoline plant, if such 
movement is not a continuation of a tax¬ 
able transportation. The crossing of 
rights-of-way, streets, highways, rail¬ 
roads, levees, or narrow bodies of water, 
in connection with such a movement will 
not of itself constitute such movement 
as being “transportation.” 

5 1011.104 Use lax on highway motor 
vehicles. There is no requirement for 
the payment of the tax imposed by sec¬ 
tion 4481 of the Internal Revenue Code 
of 1954 as exemption from this tax as to 
use by the United States of any highway 
motor vehicle, whether or not owned by 
the United States, has been authorized 
by the Secretary of the Treasury pur¬ 
suant to the authority of section 4483 
<b) of the Internal Revenue Code of 
1954 as added by section 206 (a) of the 
Highway Revenue Act of 1956 *70 Stat. 
391; 26 U. S. C. 4483 <b>). 

SUBPART S—EXEMPTIONS FROM FEDERAL 
EXCISE TAXES 

ft 1011.201 Supplies for exportation or 
shipment to a possession . The exemp¬ 
tion for exports and for shipments to 
possessions will be claimed only accord¬ 
ing to the policy set forth and exemp¬ 
tion certificates will be issued only when 
contracts show the exclusion of the ap¬ 
plicable Federal Excise Taxes from 
prices. The following is the form of cer¬ 
tificate to be used as proof of exporta¬ 
tion or of shipment to a possession and 
will be reproduced by typewriter only: 


<D*te) 


(Contractor) 

The underaigncU doe* hereby certify that 

(Quantity and description of article*) 
which were purchased for export under 


(Contract No.) 

were in fact exported to a foreign country 
or poasesaion of the United States (other 
than Alaska or Hawaii) and a copy of ex¬ 


port bill of lading No. ........ or loading 

manifest No. ................ pursuant to 


which the articles were shipped, ia being re¬ 
tained In the Hies of ...................... 

(Indicate office) 


(Contracting Officer) 

This certificate Is not intended for use as 
proof in claiming drawback or import 
taxes. 


51011.201-1 Retailers 9 excise fir- 
fa) How to claim exemptions . (1) To 
exempt from tax a sale for export or for 
shipment to a possession of the United 
States, two conditions must be met: 

<i> That the article be identified as 
having been sold by the retailer for ex¬ 
port or for shipment to a possession of 
the United States. 

(ii) That It be exported or be shipped 
to a possession of the United States in 
due course. 

(2) Proof of exportation or of ship¬ 
ment to a possession will be furnished the 
retailer by the contracting officer and will 
be in the form set forth in 5 1011.201. 
The port of embarkation will be required 
to furnish certification of export or ship¬ 
ment to a possession to the contracting 
officer with a statement describing where 
the applicable bill of lading or loading 
manifest is being retained. 

(3) Proof of exportation or shipment 
to a possession will be furnished only 
when the purchase is on a tax exclusive 
basis and the contract provides for such 
evidence of exemption, 

5 1011.201-2 Manufacturers * excise 
foxes—(a) How to claim exemptions. 

(1) To exempt from tax a sale for export 
or for shipment to a possession of the 
United States, two conditions must be 
met: 

<i> That the article be Identified as 
having been sold by the manufacturer for 
export or shipment to a possession of the 
United States. 

<il> That it be exported or be shipped 
to a possession of the United States In 
due course. 

(2) An article will be regarded as hav¬ 
ing been sold by the manufacturer for 
export or shipment to a possession if the 
manufacturer has in his possession at the 
time title passes or at the time of ship¬ 
ment, whichever is prior: 

(1) A written order or contract allow¬ 
ing that the manufacturer is to ship the 
article to a foreign destination or to a 
possession; or 

<U) Where delivery by the manufac¬ 
turer is to be made within the United 
States: 

(a) A statement from the purchaser 
showing that the article is purchased to 
fill existing or future orders for delivery 
to a possession or foreign destination; or 
that the article is purchased for resale 
to another person engaged in the busi¬ 
ness of exporting or shipping to posses¬ 
sions who will export or ship the article; 
and that such article will be transported 
to its foreign destination or to a posses¬ 
sion in due course prior to use or further 
manufacture and prior to any resale ex¬ 
cept for export or shipment to a posses¬ 
sion. 

( b ) Proof of exportation or of ship¬ 
ment under TR 46. section 316.26. Such 
proof will be furnished the manufac¬ 
turer by the contracting officer and will 
be in the form set forth above in 5 1011.- 
201. The port of embarkation will be 
required to furnish certification of ex¬ 
port or shipment to a possession to the 
contracting officer with a statement de¬ 
scribing where the applicable bill of lad¬ 
ing or loading manifest is being retained. 

(3) The written order or contract of 
sale or the statement referred to in sub- 
paragraphs (2) U> and Oi) of this 


paragraph suspends liability for the 
payment of the tax by the manufacturer 
on such sales for export or shipment to 
a possession for a period of 6 months 
from the date when title passes or the 
date of shipment, whichever is prior if 
within this period the manufacture has 
not received and attached to the order, 
contract, or statement, proper “proof of 
exportation” or “proof of shipment to a 
possession,” the temporary suspension of 
the liability for the payment of the lax 
ceases and the manufacturer will include 
the tax on the sale of such article In his 
return for the month in which the 6- 
month period expires. 

(4) This exemption Is limited to sales 
by a manufacturer, and is not applicable 
to sales for export or shipment to a 
possession from the stock of a person 
who was not the manufacturer, pro¬ 
ducer, or importer. 

<b) Proof of exportation. 

(1> Exportation may be evidenced by 
one of the following: 

(1) A copy of the export bill of lading 
issued by the delivering carrier. 

<ii> A certificate by the agent or rep¬ 
resentative of the export carrier showing 
actual exportation of the article. 

<iii) A certificate of landing signed by 
n customs officer of the foreign country 
to which the article is exported, 

Uv) Where such foreign country hai 
no customs administration, a statement 
of the foreign consignee showing receipt 
of the article. 

(2) In any case where the manufac¬ 
turer is not the exporter, 6uch manufac¬ 
turer must have in his possession a state¬ 
ment from the person to whom he sold 
the article stating that the article was 
in fact exported in due course by him 
or was sold to another person who in due 
course exported* the article. This state¬ 
ment must Indicate what evidence is 
available to show that the article was 
in fact exported in due course prior to 
use or further manufacture and prior to 
resale in the United States other than 
for export. Such evidence must be that 
described in subparagraph <1> of this 
paragraph, and the statement must show 
where such evidence is readily available 
for inspection by Government officers 

(3) In ail cases the sales records to¬ 
gether with the evidence of exportation 
must be preserved by the manufacturer 
for a period of at least 4 years from the 
last day of the month following the sale 
and must be readily accessible for Inspec¬ 
tion by internal revenue officers. 

(4) In any case where the manufac¬ 
turer does not have in his possession 
within the 6-month period proof of ex¬ 
portation as outlined herein, the manu¬ 
facturer must pay the tax involved. If 
proof of exportation later becomes avail¬ 
able, a claim for refund of any tax paid 
may be filed on TD Form 843. or a credit 
may be taken upon any subsequent 
monthly return. 

(5) The some provisions of these in¬ 
structions as relate to proof of exporta¬ 
tion apply to sales for shipment to a 
possession of the United States if the 
articles are in due course so shipped. 
The words “for export or shipment to a 
possession," stamped on the contract or 
written purchase order, have been aP* 
proved by the Internal Revenue Service 
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as satisfactory evidence that the manu¬ 
facturers sale of the article has been 
made for export or shipment to a posses¬ 
sion of the United States. 

* c * Policy. The policy of the Depart¬ 
ment of the Air Force is to purchase 
from manufacturers, producers and im¬ 
porters on a tax-exclusive basis when 
both the following conditions are 

' present: \ 

< 1 1 The purchase is a substantial one. 
<3> Exportation or shipment to a 
possession is intended at the time of 
purchase and exportation or shipment 
will follow immediately after delivery 
from the manufacturers. 

11011202 Supplies and services for 
Iht exclusive use of the United States. 
Exemption from the tax on transporta¬ 
tion of persons Is obtained without use of 
exemption certificates by use of a SF 
1169 Transportation Request/* Ex¬ 
emption from the tax on transportation 
of property is obtained without use of 
exemption certificates by use of a Stand¬ 
ard Form 1103, “U. S. Government Bill 
of Lading/' Exemption from the tax 
on communication services furnished the 
Government is obtained by excluding it 
from the price. This exemption is not 
available when communication or trans¬ 
portation services are furnished directly 
to Government contractors. 

1 1011.204 Supplies for vessels and 
airp/anes— (a) Exemption. Tills ex¬ 
emption win be used only when: 

U> The purchase is directly from a 
manufacturer, producer, or Importer, as 
distinguished from retailers, or others 
who resell to the department supplies 
upon which the manufacturers' excise 
tax is Imposed. 

<2> An exception to the rule set forth 
above in subparagraph (1) of this para¬ 
graph permits claiming this exemption 
in connection with purchases of special 
fuel : 11.101-5 of this title even though 
the tax is levied on the retailer. A suit¬ 
able modification of the exemption cer¬ 
tificate set forth in 5 1011.206 (a) <1> will 
be nude by deleting the word “manufac¬ 
turer' rind inserting the word “vendor/' 
when this exemption is claimed In con¬ 
nection with purchases of special fuels. 

f 3i At the time purchase determina¬ 
tion is made, the supplies are intended 
for use in ‘ vessels of war” of the United 
States, which term includes every de¬ 
scription of watercraft or other con¬ 
trivance constituting a part of the armed 

I iQm« of the United States used or 
capable of being used as a means of 
transportation on water and aircraft 

I including pilotless aircraft and guided 
owilesi owned by the United States 
, constituting a part of the armed 
forces thereof. 

jb> Claiming exemption. Contracts 
^specifically provide that the tax Is 

I h&t included In price. 

f!L Pro °f- Sc * *11-206 (a) <1> with 
to the proof necessary to make 
s on a tax-exclusive basis pur- 
uont to this exemption and format for 

nnJ; xemplKm certificate lor this 

I Purpose. 

Purchase on tax-inclusive basis. 
purchases which Qualify for such ex- 
/^Ptioii may. however, be made on a 
^-inclusive basis if the contracting of¬ 


ficer determines that the administrative 
burden incident to obtaining the exemp¬ 
tion outweighs the corresponding bene¬ 
fits accruing to the Government. 

(e) Definition. "Sea stores’* includes 
all articles purchased for use or con¬ 
sumption by the passengers or crew, or 
both, of a ship or on aircraft while on 
its voyage. 

$ 1011.205 Other exemptions —(a) 
Cost-reimbursement contracts. The spe¬ 
cial exemptions from Federal excise 
taxes available on cost-reimbursement 
contracts are set out in' i 1011.402. 

<b) Distilled sptrits and alcohol. Dis¬ 
tilled spirits of 160 degrees or more of 
proof, alcohol, and specially denatured 
alcohol, may bo withdrawn tax free by 
the United States or any Government 
agency thereof (26 CFR 171.265-266, 
182.171-174). 

<1> The authority to sign applications 
to the Treasury Department Commis¬ 
sioner of Internal Revenue, for permits 
to procure tax-free and specially dena¬ 
tured alcohol (TD Form 1444, “Alcohol 
for Use of United States/' and TD Form 
1486, * Specially Denatured Alcohol for 
Use of United States”), has been dele¬ 
gated to the Secretary to the: 

U) Commander. AMC. 

<ii) Deputy and Assistant Deputy 
Director/Procurement. Hg AMC. 

dill Director of Procurement and 
Production, Topeka Air Force Depot, 
Topeka, Kans. 

and. while he is so acting, to the person 
acting for the time being in any of the 
foregoing capacities. The above author¬ 
ity will not be redelegated. 

(2) TD Forms 1444 and 1486 will be 
submitted to the Treasury Department. 
Internal Revenue Service, attn: Deputy 
Commissioner. Alcohol Tax Unit. Wash¬ 
ington 26. D. C.. by letter of transmittal. 
The letter of transmittal will contain 
the following information: 

(I) That the appropriate form is sub¬ 
mitted in triplicate according to Internal 
Revenue Regulations for permit to pro¬ 
cure tax-free or specially denatured 
alcohol. 

(ii * Name and location of supplier. 

dll) Name and location of consignee. 

.dv> Purpose for which alcohol will bo 
used. 

<v) Address to which permit Is to be 
sent (requesting activity). 

(3) All procuring contracting officers 
except those located in the Directorate 
of Procurement and Production. Hq 
AMC. will submit applications and let¬ 
ters of transmittal to Topeka AF Depot, 
Topeka. Kons.. for signature by the De¬ 
pot Director of Procurement and Pro¬ 
duction and for forwarding to the 
Treasury Department. Hq AMC activi¬ 
ties will submit applications and letters 
of transmittal to the Deputy Director/ 
Procurement for signature. 

<4> TD Form 1444, “Alcohol for Use 
of United States," and TD Form 1486. 
“Specially Denatured Alcohol for Use of 
United States/' will no longer be stocked 
in AF supply depots. Using activities 
may secure these forms by writing di¬ 
rectly to the nearest Assistant Regional 
Commissioner, Alcohol and Tobacco Tax 
Division. Internal Revenue Service. As¬ 
sistant regional commissioners are lo¬ 


cated in Atlanta. Oa.. Boston, Mass., 
Chicago. Ill., Cincinnati, Ohio. Dallas, 
Tex.. New York, N. Y.. Omaha, Nebr., 
Philadelphia, Pa., and San Francisco, 
Calif. 

<c> State and local government ex¬ 
emptions. The taxes found In Subpart 
A. Part 1011, of this chapter do not 
apply to sales for the exclusive use of 
any State. Territory of the United States, 
or any political subdivision of any of 
the foregoing, or the District of Colum¬ 
bia. This Is inapplicable to sales for 
the exclusive use of the United States. 
However, the Air Force may indirectly 
benefit from this exemption when pro¬ 
curing from such agencies. For example, 
state universities are ususlly regarded 
as political subdivisions of the state, 
and their purchases for the performance 
of an AF contract should exclude these 
taxes where this exemption is available 
thus reducing the price or cost to the 
Air Force. 

<d> Additional exemptions. In addi¬ 
tion to the exemptions discussed herein, 
certain miscellaneous exemptions from 
Federal excise taxes, applying to private 
as well as Government procurement, are 
available. Any exemption for which no 
policy is otherwise provided need not be 
claimed. In which event contract prices 
will not exclude taxes on the basis of 
such an exemption and proof of such 
an exemption will not be furnished to 
contractor. 

1 1011.206 Tax exemption forms —(a) 
Certificates of exemption. The certifi¬ 
cates described in this section will be 
reproduced locally by typewriter only. 

<1> Supplies for vessels and aircraft 
tax exemption certificates. The tax ex¬ 
emption certificates to be used by pur¬ 
chasers of articles for use as fuel 
supplies, ships’ stores, sea stores, or legit¬ 
imate equipment on certain vessels, in¬ 
cluding aircraft, will be as prescribed 
in Treasury Regulations or as shown be¬ 
low. The certificate will be numbered 
and a record will be kept of each certifi¬ 
cate issued, showing person to whom is¬ 
sued. number of the applicable contract, 
type of supplies involved, and period 
covered by the certificate. 

Extmption CnmncATT 

(For use by purchasers ol articles for use 
as fuel supplies, ships' stores, sea stores, or 
legitimate equipment on certain vessels 
(Sec. 4222 of the Internal Revenue Code)). 


(Date) 

The undersigned purchaser hereby certi¬ 
fies that he la an authorised agent of the 
United States Air Force and that the article 
or articles specified In the accompanying 
order, or as specified below or on the reverse 
aide hereof, will be used only for fuel sup¬ 
plies, ships' stores, sea stores, or legitimate 
equipment on a vessel belonging to the fol¬ 
lowing class which is among those enum¬ 
erated in section 4232 of the Internal Reve¬ 
nue Code: 

Vessels of war of the United States or a 
foreign nation (aircraft owned by the United 
States or a foreign nation and constituting 
a part of the armed forces thereof l. 

It ts understood that If the article Is used 
for any purpose other than as stated In this 
certificate, or Is resold or otherwise disposed 
of, this fact must be reported to the manu¬ 
facturer. It la understood that this certifi¬ 
cate may not be used In purchasing articles 
tax free for use os fuel supplies and so 
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forth, on pleaaure vessel*, or on any typo 
of Aircraft except civil aircraft employed in. 
foreign trade or trade between the United 
States and any of Its possessions, and other* 
wise entitled to exemption, and aircraft 
owned by the United States or any foreign 
country and conatituilng a part of the armed 
forces thereof. It is also understood that 
the fraudulent use of this certificate to 
secure exemption will subject the under¬ 
signed and all guilty parties to a penalty 
equivalent to the amount of tax due on 
the sale of the article and, upon conviction, 
to a fine of not more than $10,000. or to 
imprisonment for not more than 5 years, or 
both, together with costs of prosecution. 
The undersigned also understands that he 
must be prepared to establish by satisfactory 
evidence the purpose for which the article 
was used. 

Contract No. 

Period of Contract_____ 

Type of Supplies___........_.... 

United State* Am Poac*. 

By .-. 

Name 

Grade 

Title 

Address 

Identification Card No. 
Figure 1 

<2) Liquid-fuel exemption certifi¬ 
cates. The exemption certificate to be 
used Is shown in this subparagraph: 

Exemption CniTxriCATt 

Certificate Serial No. ...... 

(For use by purchasers of benxol, benzene, 
naphtha, or other taxable liquid, for other 
than as a fuel for the propulsion of motor 
vehicles, motorboats, or airplanes, and 
otherwise than In the manufacture or pro¬ 
duction of such fuel.) 


Contract: 
Contractor? 
Product: 
Bid Use: 


I Date) 


The undersigned hereby certifies that he 
la officially authorized to Issue tax-exemp¬ 
tion certificates for the Department of the 
Air l^xrce under the above-described con¬ 
tract and that the product Indicated above, 
being purchased under said contract, will 
not be used as a fuel foe the propulsion of 
motor vehicles, motorboats, or airplanes, and 
will not be used in the manufacture or 
production of such fuel, but will be used 
for the purpose shown. 

Tbe undersigned understands that If the 
bennol. benzene, naphtha, or other taxable 
liquid Is used. sold, or otherwise disposed of 
except as above stated, the Department of 
the Air Force will be liable for the tax upon 
such use. sale, or other disposition of such 
product. It is understood that the fraudu¬ 
lent use of this certificate to secure exemp¬ 
tion will subject all guilty parties to a fine 
of not more than $10,000 or to Imprisonment 
for not more than 5 years, or both, together 
with costs of prosecution. The undersigned 
also understands that the Government must 
be prepared to establish by competent evi¬ 
dence that the product was actually used 
for the purpose or purposes for which pur¬ 
chased os stated m this certificate. 

Contract Period__ 

United States Am Foacs, 

By... 

Name 

Grade 

Title 

Address 

Identification Card No. 

Figure 2 


(3) Lubricating oils exemption cer- 
tificates. The exemption certificate to be 
used Is shown in this subparagraph: 

Exemption CoTtrtCATE 

Certificate Serial No._... 

(For use by purchasers of lubrication oil for 
nonlubricating purposes ) 


Contract: 
Contractor: 
Product: 
End Use: 


iDawi 


The undersigned hereby certifies that he is 
officially authorized to issue tax exemption 
certificates for the Department of the Air 
Force under the above-described contract, 
and thAt the product Indicated above, being 
purchased under said contract, will be used 
or resold for lubrication, but will be used for 
tbe purpose shown. 

The undentgned understands thAt If the 
nonlubrlcatlng oil la used. sold, or otherwise 
disposed of except as above stated, the De¬ 
partment of the Air Force wlU be liable for 
the tax upon such use, sale, or other dispo¬ 
sition of such product. It is understood 
that the fraudulent use of this certificate to 
secure exemption will subject all guilty par¬ 
ties to a fine of not more than $10,000 or to 
Imprisonment for not more than 5 years, or 
both, together with costs of prosecution. 
The undersigned also understands that the 
Government must be prepared to establish 
by competent evidence that the product was 
actually used for the purpose or purposes for 
which purchased as stated in this certificate. 

Contract Period 


Unite® Stater Am Force. 


Name 

Grade 

Tttlc 

Address 

Identification Card No. 


Figure J 

(b) Who mag execute. <l> Tax ex¬ 
emption certificates will be executed only 
by those officers and Federal employees 
who have been supplied with Standard 
Form 1094C, **U. 8. Government Tax Ex¬ 
emption Identification Card. M 

(2) The Identification cards of author¬ 
ized officers and employees of AF activi¬ 
ties responsible for procurement or con¬ 
tract administration will be signed by the 
commander or other officers at such ac¬ 
tivities who have been delegated author¬ 
ity to designate contracting officers. 

(c) Preparation and execution of ex¬ 
emption certificate—* \) Methods. In the 
preparation and execution the following 
methods will be followed: 

(I) The typewriter will be used when 
practicable: otherwise, Ink or indelible 
pencil w'lll be used. The use of ordinary 
lead pencil is prohibited. All blank 
spaces must be properly filled In or lined 
out, and no exemption certificate will be 
delivered to a contractor unless fully and 
properly executed, except that the In¬ 
ternal Revenue Service has advised that 
a statement on the exemption certificate 
of the amount of Federal tax is not nec¬ 
essary. The amount of tax should be 
stated, however. If readily available. 
When Federal excise taxes have been ex¬ 
cluded from the contract price of articles 
or supplier purchased, but the exact 
amount of the tax cannot be determined 
at that time, a blanket tax exemption 


certificate may be issued to cover all <.a!e$ 
under the contract. The certificate will 
cover all articles purchased under the 
contract, including delivery orders placed 
thereunder by other officers. 

<ii) A separate certificate for each 
kind of tax involved will be prepared. 
In the issuance of these certificates tire 
blank spaces will be filled In showing on 
each certificate the separate amounts of 
the taxes Involved (if known) so that 
the certificates may be used only for 
the purpose intended. 

(ill) Where the supplies or work 
covered by the contract is not taxable 
os such and the certificate is to be used 
for the purpose of obtaining exemption 
on the articles to be incorporated in the 
supplies or work covered by the con¬ 
tract. the amount of the tax to be shown 
on the certificate will be stated os 
“None/* No tax should be shown on 
the certificate except the tax imposed 
directly upon the supplies or work 
covered by the contract. 

(Iv) Certificates may be modified as 
necessary with respect to contracts for 
construction, alterations, improvements, 
and repairs. The person issuing a lax 
exemption certificate will Insert on the 
lines provided therefor his identification 
card number, signature, and title 

<2) When exemption certificate arc 
issued to contractors. An exemption 
certificate covering Federal excise taxw 
will be executed and delivered to the 
contractor upon request at any time 
after the execution of the contract pro¬ 
vided: <i) The contract so provides <ii) 
the supplies are taxable, and Gin the 
supplies are purchased by the Govern¬ 
ment at a price which Is exclusive of 
such tax. In such a case, the description 
of the supplies furnished tax-free will be 
inserted on the tax exemption certifi¬ 
cate. Certificates will be numbered and 
a record will be kept of each certificate 
issued, showing to whom issued, the 
numbers of the applicable contracts, the 
type of supplies involved, and the period 
covered by the certificate. 

(3) Blanket tax exemption certificates. 
Contracts Under Federal Supply 
Schedules. 

(I) A separate certificate should be U- 
sued for each order covering purchases 
under Federal Supply Schedules. Upon 
application of the contractor, where it» 
impracticable to furnish separate certlf- 
icates, blanket exemption certificates to 
cover purchases under term contracts 
may be Issued. Such a certificate should 
cover all orders betw een given dates, and 
It is recommended that such a period 
should not exceed 1 month. Certificates 
should only be issued where the tax I s 
applicable and the order indicates the 
tax Is not Included In the price 

<U> Contractors are required to indi¬ 
cate the number of the applicable 
blanket tax-exemption certificate on 
their invoices. 

(ill) The order need not contain the 
number of the applicable tax -exemption 
certificates. A reference to the Federal 
Supply Schedule contract number will 
be sufficient. 

SUBPART C—STATf AND LOCAL TAXIS 

* 1011.301 Applicability— (ft) gen¬ 
eral rules for availability of exemption 
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from State and local taxes. (1) -Pur¬ 
chase articles." According to ! 1011.302. 
tax -exemption certificates may be issued 
for State and local taxes where the 
prices paid by the Government exclude 
such tax. 

<2> M Subsidiary articles” Sales of 
subsidiary articles are normally not ex¬ 
empted from State or local taxes and 
there is, therefore, generally no occasion 
for the issuance of tax-exemption certifi¬ 
cates with respect to such taxes on sub¬ 
sidiary articles. 

1 1011.302 Tax-exemption forms. <a> 
Tax-exemption certificates are used for 
establishing exemptions from State and 
local taxes. For this purpose certificates 
should be prepared according to the re¬ 
quirements of the particular State or 
local tax authority concerned. In most 
cases. Standard Form 1094 will be the ap¬ 
propriate form of tax-exemption certifi¬ 
cate. Except as provided in paragraph 
rbi of this section, no tax-exemption cer¬ 
tificate will be issued with respect to a 
State or local tax unless the contract 
shows that the price paid by the Govern¬ 
ment is exclusive of the tax to which 
the certificate pertains or unless the con¬ 
tractor consents to the deduction of such 
tax from the contract price and the ac¬ 
ceptance of the tax-excmptlon certificate 
in lieu thereof. 

(b) When Impossible for any reason 
to effect a purchase excluding the 
amount of any State or local tax which 
is deemed to be locally applicable to 
Government purchases. Standard Form 
1094 will be executed and delivered to 
the finance officer to whose accounts the 
vouchers in the transaction pertain, to¬ 
gether with a written statement to the 
effect that the vendor refused such cer¬ 
tificate. This tax-exemption certificate 
is for the use of the Comptroller General 
in obtaining a refund of the amount of 
taxes involved. The serial number of 
the tax-exemption certificate will be 
shown on the payment voucher. 

<1» When Standard Form 1094 (or 
other appropriate certificate), executed 
under the conditions stated in this para¬ 
graph. is received in the finance office, 
the bureau or office number of the pay¬ 
ment voucher will be noted on the cer¬ 
tificate and the finance office will bill 
the State or local taxing agency for 
refund of the taxes paid. The amount 
collected will be credited by the finance 
omcer to the appropriation(s) from 
vrhich the vouchers were paid or to mis¬ 
cellaneous receipts account. “575594— 
Refund. State and Local Taxes/’ if the 
appropriation cannot be readily iden¬ 
tified. 

f 2> If the finance office fails to obtain 
re *^ ncl °* the amount of taxes paid, it 
^11 promptly send the tax-exemption 
certificate, if available, together with 
ail correspondence with the taxing 
agency relating thereto, and information 
r* to the finance officer’s voucher num¬ 
ber on which payment for the merchan- 
oise was made, to the Settlements Divi- 

)on, Air Force Finance Center. Denver, 
t? >r or process iRK for settlement by 

ne General Accounting Office under 
( ^ n . 23 ®» Revised Statutes, as 
Act *921 by thC Budget and Accounting 
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I 1011.350 Particular State or local 
taxes . The various State and local tax 
laws are not uniform in their applica¬ 
tion and therefore it is not possible to 
furnish detailed Information and in¬ 
structions on each of such taxes. Where 
difficulties have developed and the Air 
Force desires to adopt a uniform policy 
with respect to any State or local tax. 
this information will be supplied as 
added sections subsequent to this section. 

5 1011.351 Indiana gross income tax. 

4 1011351-2 Applicability of section. 
This section applies to all AF personnel 
concerned with the execution and ad¬ 
ministration of AF contracts placed with 
contractors in the State of Indiana, 
which contracts call for interstate ship¬ 
ment. originating in Indiana* 

5 1011.351-3 General To insure that 
Government contractors will pay under 
protest any Indiana State gross Income 
and bonus tax which may be imposed 
by the State of Indiana on supplies 
shipped from points within the State of 
Indiana to points outside of that State, 
procedures as set forth in this section 
will be followed pending rendition of a 
court decision as to the legality of the 
tax as applied to purchases by the Gov¬ 
ernment. 

9 1011.351-4 Procedures —(a> Negoti¬ 
ated fixed-price contracts —(1) Contract 
clause. The following clause will be 
added to the clause prescribed in ft 11.401 
of this title in all negotiated fixed-price 
supply contracts containing ft 11.401 of 
this title which provide for shipment by 
the contractor or by the Government of 
supplies from points within the State of 
Indiana to points outside of that State: 

<g) The ludUnn Gross Income and Bonus 
Tax is hereby construed, foe the purpoae of 
this clause, to be * direct tax sus defined in 
paragraph (a) of this clause. All contract 
prices for supplies to be furnished hereunder 
shall include such Indiana Gross Income and 
Bonus Taxes as are Imposed by the State of 
Indiana. The Contractor agrees, however. In 
any Instance where the State seeks to Impose 
such ux on receipts from supplies which are 
shipped outside the State of Indiana either 
by the Contractor, or the Government, to pay 
such taxes under protest. The Contractor 
further agree*, as directed by the Contracting 
Officer to do so. to take all necessary action, 
in cooperation with and for the benefit of 
the Government, to secure a refund of such 
tax. in which event the Government agrees 
to reimburse the Contractor for any and all 
reasonable expenses Incurred at the direction 
of the Contracting Officer. In the event the 
State of Indiana exempts the Contractor 
from payment of such tax. or in the event 
the Contractor U successful in securing a re¬ 
fund of such tax, the Contractor agrees to 
reimburse the Government for the amount 
of such tax and any interest refunded. In 
the event of administrative proceedings or 
litigation concerning such tax. the Contrac¬ 
tor shall keep the Contracting Officer In¬ 
formed thereof and shall authorize repre¬ 
sentatives of the Government to collaborate 
with counsel for the Contractor In settling 
or prosecuting claims for refund of such tax. 

<2> General. Administrative and local 
purchase contracting officers will advise 
contractors that, if they have made pay¬ 
ment on such tax under protest on ship¬ 
ments made on commercial bills of lad¬ 
ing. and have been reimbursed for same 
by the Government, claim for refund will 
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be made and the refund, together with 
any interest received thereon, be paid 
to the Government. 

<b> Cost-reimbursement contract— 
(1) Contract clause. In each cost-reim¬ 
bursement- type supply contract provid¬ 
ing for shipment of supplies from points 
within the State of Indiana to points out¬ 
side the State of Indiana, an appropriate 
clause may be Included in the contract 
to insure that the contractor pays under 
protest any Indiana gross income and 
bonus tax imposed by the State of Indi¬ 
ana. The following clause may be used: 

The Contractor agrees tn nny instance 
where the State of Indiana seeks to Impose 
the Indiana Gross Income and Bonus Tax on 
receipts from supplies which are shipped out¬ 
side the State of Indiana, either by the Con¬ 
tractor or by the Government, to pay such 
taxes under protest and such taxes as paid 
will be reimbursable items of cost. Hie Con¬ 
tractor further agrees, as directed by th* 
Contracting Officer to do so. to take all neces¬ 
sary action. In cooperation with and for the 
benefit of the Ooverument. to secure the 
refund of such tax. In which event the Gov¬ 
ernment agrees to reimburse th* Contractor 
for any and all reasonable expense* incurred 
at the direction of the Contracting Officer. 
In the event the State of Indiana exempts 
the Contractor from the payment of such 
tax. or in the event the Contractor Is success¬ 
ful In securing refund of such tax, the Con¬ 
tractor agrees to reimburse the Government 
for the amount of such tax refunded together 
with any Interest thereon. In the event of 
administrative proceedings or litigation con¬ 
cerning such tax. the Contractor shall keep 
the Contracting Officer informed thereof and 
shall authorise representatives of the Gov¬ 
ernment to collaborate with counsel far Che 
Contractor In settling or prosecuting claims 
for refund of such tax. 

(2) General. The clause set forth In 
this paragraph need not be included in 
IFB’s issued in connection with formally 
advertised procurements. However, 
where the contract of the successful bid¬ 
der provides for shipment by the contrac¬ 
tor. or by the Government, of supplies 
from points within the State of Indiana 
to points outside of that State, the con¬ 
tract may be amended to Include an ap¬ 
propriate clause which will insure that 
the contractor will pay under protest any 
Indiana gross income and bonus tax 
imposed by the State of Indiana. 

(c) Memorandum of the Indiana De¬ 
partment of State Revenue, dated De¬ 
cember 27. 1950. Memorandum of the 
Indiana Department of State Revenue, 
December 27. 1950. has been changed. 
In an amendment issued March 30. 1952. 
the State has restricted the retroactive 
application ot referenced Memorandum 
and has amended It to provide that con¬ 
tracts and sales to the Federal Govern¬ 
ment will be considered until January 1, 
1951 as being under the directives, bul¬ 
letins. and regulations issued by said de¬ 
partment prior to December 27. 1950. 
This action in effect eliminates any 1950 
Indiana gross income tax on Government 
lump-sum contracts and alters tax im¬ 
posed upon receipts from cost-reimburse¬ 
ment-type contracts with the Govern¬ 
ment. Administrative and local pur¬ 
chase contracting officers will Inform 
each contractor to seek refunds of such 
1950 taxes as w ere paid by the contractor 
and reimbursed by the Government on 
Government lump-sum contracts and 
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cost-reimbursement-type contracts, to 
the extent the taxes applicable thereto 
were reduced. The refunds thereon, plus 
the interest, should be paid by the con¬ 
tractor to the Government. 

<d) Records . Each purchasing officer 
will keep an appropriate accounting of 
all contracts in which a special clause 
treating the Indiana gross income and 
bonus tax is included. 

SUBPART D—CONTRACT CLAUSES 

f 1011.401 Fixed-price contracts— 
fa) Use o/ clause. The tax clause pre¬ 
scribed for use in fixed-price contracts Is 
set forth in this section and is entitled, 
“Federal. State, and Local Taxes/* 

(1) Paragraph (b> of the clause pro¬ 
vides that all applicable Federal taxes 
are included in the contract price unless 
otherwise provided in the contract. If it 
Is desirable and permissible to obtain ex¬ 
emptions from Federal excise taxes af¬ 
fecting the procurement, a special pro¬ 
vision will be inserted to this effect. 

(2) Paragraph <c> of the clause, deal¬ 
ing with 8tate and local taxes, provides 
that the contract price does not include 
any State or local direct tax in effect on 
the contract date, except as otherwise 
provided in the contract. A direct tax is 
defined by paragraph ca> to mean any 
tax or duty directly applicable to the 
completed supplies or services covered 
by the contract, and any other tax or 
duty from which the contractor or the 
transaction is exempt. This definition 
is amplified by the statement that the 
term includes any tax or duty “directly 
applicable to the importation, produc¬ 
tion. processing, manufacture, construc¬ 
tion, sale or use of such supplies or serv¬ 
ices," that is, the completed supplies or 
services covered by the contract, "as dis¬ 
tinguished from taxes directly applicable 
to materials and components used In 
the manufacture or furnishing of the 
completed supplies or services." Then 
taxes are listed which ore not included 
in the definition, such as social security, 
property, and income taxes, and other 
taxes not within the definition of direct 
tax. An example of such other taxes 
is a sales tax on materials purchased by 
the contractor for use In the performance 
of the contract where no exemption is 
available. In short, as a general prin¬ 
ciple, the tax on purchase articles will 
not be included; however, the contractor 
may include in his price provisions for 
taxes applicable to the purchase of ma¬ 
terials needed for the contract where 
there is no exemption under State or 
local law. 

(3) The rights and bbligations of the 
parties arc defined in paragraph <d) in 
regard to the claiming of exemptions, if 
this should become necessary, from di¬ 
rect taxes not included in the contract 
price, and the procedure 1s outlined 
which is to be followed If exemptions are 
not obtained. Paragraph <e> provides 
for price adjustments In the event of an 
increase or decrease in the tax burden 
resulting from Federal. State, or local 
action subsequent to the contract date. 
This is not limited to direct taxes, but 
also contemplates taxes "directly appli¬ 
cable to the materials or components 
used In the manufacturing or furnishing 
of completed supplies or services covered 


by the contract." Such tax, while not 
within the definition of direct tax. will 
affect the contract price more than any 
other nondircct taxes such as those for 
social security or unemployment com¬ 
pensation. The risk of increase in taxes 
of the latter type is left on the contrac¬ 
tor. who, conversely, will benefit from 
any decrease thereof. 

<b) Special provisions in contracts— 
< 1) General. Special provisions may be 
included in any contract with respect to 
any State or local tax regarding which 
a doubt exists concerning the applicabil¬ 
ity of exemption to the transaction cov¬ 
ered by the contract. Any such special 
provisions should clearly specify whether 
such tax is to be included in or excluded 
from the office and whether the Govern¬ 
ment must pay or«rclmburse the con¬ 
tractor for the tax if no exemption is 
applicable. Contracting officers, when 
practicable, will take precautions to see 
that contractors do not include In the bid 
or price an amount for any State or local 
sales or use taxes w hich do not apply to 
sales to the Federal Government, or any 
other State or local taxes, exemption 
from which Is available in the case of 
transactions to which the Federal Gov¬ 
ernment is a party. 

<2> Exemptions. The standard tax 
article states that, unless otherwise in¬ 
dicated in the contract, the prices set 
forth include applicable Federal taxes. 
As outlined in Chapter I of this title and 
In Subpart B of this part, several exemp¬ 
tions from Federal excise taxes are avail¬ 
able to the United States and certain of 
these are to be claimed. When the ex¬ 
emption is claimed, the tax must be ex¬ 
cluded from the contract price. Where a 
contract containing the standard tax 
article provides for the procurement of 
an item for which such an exemption is 
available, the Federal tax so excluded 
must be shown expressly in the contract. 
Invitations for bids should require bid¬ 
ders to Indicate in their bids the taxes 
to be excluded from the contract price. 
The tax provisions of each contract must 
be in conformity with the invitation for 
bids and bid forms. 

<3> Special provisloas and instructions 
as to individual State and local taxes will 
from time to time be furnished in para¬ 
graphs under Subpart C of tills part. 

4 1011.402 Cost-reimbursement con - 
tracts — (a) General. In connection with 
such contracts, tax payments present 
primarily a problem in allowable costs 
and should be treated In general from 
this viewpoint. The cost principles set 
forth under Chapter I of this title and 
this chapter provide that taxes (other 
than Federal income and excess-profits 
taxes, and taxes and expense in connec¬ 
tion with financing or refinancing or re¬ 
funding operations) which arc directly 
applicable to the completed supplies and 
services or in any way directly related 
to the products or furnishing of such 
supplies or services, shall constitute an 
item of allowable costs. It should be 
noted that construction contracts differ 
since the ASPR cost principles* statement 
of unallowable costs under such contracts 
lists taxes, fees, or charges imposed upon, 
by reason of. or measured by. the con¬ 
tractors fee. How’ever, items that may 


be covered by exemption certificates or 
proof of exemptions should not be con¬ 
sidered os allowable costs unless, in the 
case of State or local taxes, the authori¬ 
ties refuse to recognise the exemptions. 
In such a case the contractor should be 
reimbursed for payment of the tax pro¬ 
vided he does so in a manner that pre¬ 
serves all rights of the Governmerr to 
refund and agrees to cooperate with the 
Government to obtain such refund. 

(b» Exemptions from Federal excise 
taxes; cost-reimbursement contracts — 
(1) Purchase and subsidiary articles. 
<i> A prime cost-reimbursement con¬ 
tractor Is not liable for Federal excise 
taxes with respect to taxable purchase 
articles which the manufacturer fabri¬ 
cates or assembles out of materials 
owned by the United 8tatcs. However, 
no exemption certificate is necessary to 
establish the contractor's nonliability. 

Cfl) Under an informal ruling of the 
Internal Revenue Service cost reim¬ 
bursement contractors are entitled under 
section 3461 of the Internal Code to pur¬ 
chase tax free direct from the manu¬ 
facturers thereof those articles which 
the Government Is entitled to purchase 
tax free under section 3451 of the In¬ 
ternal Revenue Code (SPJGT. 7570. July 
12, 1044). However, Air Force com- re¬ 
imbursement contractors are subject to 
the same restrictions as to policy of 
claiming such exemptions set out m 
5 1011.203 and cannot be compelled to 
claim any such exemptions. Where the 
exemptions are claimed, the exemption 
certificate should be in the special form 
illustrated in $ 1011.206 (a> (2), or as 
prescribed in Treasury Regulation 44 
(26 CFR C1939> 314.28* and Regulations 
46 (26 CFR (1939) 316.28). 

(iii) It Is noted that cost-reimburse¬ 
ment subcontractors are not entitled to 
exemptions under section 3451. IRC. and 
no such exemption certificates will be 
issued to them. Cost-reimbursement 
prime and subcontractors are entitled 
to purchase subsidiary articles tax free 
as provided in 4 1011.206 (b) (4) of this 
part and 4 11.204 of this title. 

SUBPART T—FOREIGN TAXIS 

$ 1011.2000 Scope of subpart, ft) 
This subpart sets forth the policy of 
the Department of Defense with respect 
to exemption from the payment of for¬ 
eign taxes and customs duties on the 
expenditure of funds appropriated to 
the Departments of the Army. Navy, and 
Air Force, and funds allocated to the 
Department of Defense by the Director 
for Mutual Security. 

(b) This subpart applies to the ex¬ 
emption from taxes and customs dutJe* 
as covered by agreements with Belgium. 
Denmark. France. Federal Republic of 
Germany, Iceland. Italy, Japan, Luxem¬ 
bourg, Netherlands. Norway, and the 
United Kingdom. It will become ap¬ 
plicable to any other country* at such 
time as a tax agreement is signed with 
such country. Import, export, procure¬ 
ment of goods and services and con¬ 
struction in countries other than those 
enumerated in tills section 
1 1011.2001 <a> and (b» will proerrf 
without reference to the policy set forth 
In this subpart until such time as a laX 
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agreement may be concluded with a 

particular country* 

} 1011 2001 General . (a> All import 

and export of goods, all construction and 
all procurement of goods and services in 
the countries enumerated In l 1011.2000 
tb> will be in accordance with the terms 
of the agreements that have been con¬ 
cluded with those countries providing for 
relief from the payment of taxes on 
United States dollar expenditures for the 
common defense. Compliance with the 
pertinent tax agreement will constitute 
complete compliance with this section. 
Past exchange purchases and counter¬ 
part expenditures are not within the 
scope of the tax exemption agreements 
covered by this section. In addition, tax 
exemption need not be sought on pro¬ 
curement amounting to less than $1,000, 
except payments relating to infrastruc¬ 
ture where the administrative burden of 
obtaining relief is out of proportion to 
the relief obtained. Exemption from the 
payment of social security contributions 
and charges in the nature of service 
charges need not be sought except in 
those cases where exemption is granted 
by the pertinent tax agreement or by 
other arrangements. 

<b> Messages DEP 91060 of January 
3, 1952. DEP 81609 of January 9. 1952. 
DEF 910404 of February 18. 1952. and 
DEF 902223 of February 28. 1952 are re¬ 
scinded so far as they concern foreign 
taxes, except os they apply to Greece, 
Turkey, and Portugal, where they will 
continue to apply until such time as tax 
agreements are signed. 

<c) Appropriate modifications will be 
made in existing contracts on which pay- 
menu had not been completed on the 
effective date of the applicable tax agree¬ 
ment. 

1 1011 2002 Tax clauses for use In 
contracts with foreion govenwients and 
foreign contractors. The following 
clauses will be inserted as applicable in 
all contracts hereafter effected with for¬ 
eign governments and foreign contrac¬ 
tors ‘except Canadian Commercial Cor¬ 
porations) : 

<a> Clause for use in fixed-price con- 
tract* between the Government of the 
United States and foreign contractors 
(except foreign governments ). 

Taxis 


the manufacture or furnishing of complete 
supplies or services covered by this con¬ 
tract. which are not excluded or required to 
be excluded pursuant to paragraph (1) 
hereof, the contract prices will be increased 
accordingly. The Contractor will submit a 
written request for such price revision, to¬ 
gether with any substantiating evidence as 
may be required by the Contracting Officer 
within thirty days of the effective date of 
any such Increase in taxes or within such 
further time as the Contracting Officer may 
allow. 

<b> Clauses for use in fixed-price con- 
tracts between governments. 

Taxes 

(1) The contract prices, Including the 
prices In subcontracts hereunder, do not In¬ 
clude any tax or duty which the Govern¬ 
ment of the United States and the Govern¬ 
ment of__have agreed shall not 

be applicable to expenditures In- 

by the United States, or any other tax or 
duty not applicable to this contract under 

the laws of .. if any such tax 

or duty has been Included In the contract 
prices through error or otherwise, the con¬ 
tract prices shall be correspondingly reduced. 

<2) If. after the contract date, the Gov¬ 
ernment of the United States and the Gov¬ 
ernment of ...___shall agreo that any 

tax or duty Included In the contract prices 
shall not be applicable to expenditures in 
_........ by the United States, the con¬ 
tract prices shall be reduced accordingly. 

<c) Clause for use in cost-type con¬ 
tracts between' the Government of the 
United States and foreign contractors 
(except foreign governments >. 

Taxes 

Any tax or duty from which the United 
8tates Government la exempt by agreement 
with the Government of ............ or 

from which the contractor or any subcon¬ 
tractor hereunder Is exempt under the laws 
of__ shall not constitute an al¬ 

lowable cost under this contract. 

N 

<d> Clause for use in cost-type con¬ 
tracts between governments. 

Taxes 

Any tax or duty from which the United 
States Government is exempt by agreement 


with the Government of--— or 

from which any subcontractor hereunder is 
exempt under the laws of_.......... shall 


not constitute an allowable cost under this 
contract. 

SUBPART U—COLLECTION AND PAYMENT OF 
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(l) The contractor warrants that the con 
Tran prices, including the prices in subcon 
tracts hereunder, do not Include any tax c 
duty which the Government of the Unite 
butes and the Government of ............ 

J*ve agreed shall not be applicable to'ex 

J*nditures in ..by the Unite 

ZT, or sny tax or duty from which th 
contractor, or any subcontractor hereundei 

“exempt under the laws of___ 

II any such tax or duty has been include, 
e c °btmct prices through error or other 
reduced 01 ** 01 price * *hali be correspond! ngl 

,0f r*** 00 after the contrac 

in J* contrmct or is relieved in whole c 
•nv !.V r ° t V he °r the burden c 

DrtLr 1 * dut * included in the contrac 
JESlS!? ™ ntract Prices ‘ball be corns 

■ponding])* reduced. 

***** th * rontract date, the Con 
required ***** burden of an 

•UDtiUe, H on thto transaction or o 
rv e*. materials, or components used i 


l 1011.2100 Collection from purchaser 
or user. Except as provided in 
I 1011.2102. the amount of the Federal 
excise tax will be collected from the pur¬ 
chaser when articles subject to tax under 
$ 11.103 or $ 11.101 of this title, and the 
following sections of this subpart, pur¬ 
chased free of tax, are sold to individuals 
or used for other than the use of the 
United States. 

5 1011.2102 Transfers of Government- 
owned property. In connection with the 
following types of transfers of Govern¬ 
ment-owned property purchased by the 
Government free of tax. the amount of 
the Federal tax need not be collected from 
the purchaser. 

<a> All sales of surplus property and 
Government-owned contractor inventory 
(excepting gasoline), as defined in the 
Federal Property and Administrative 
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Services Act of 1949 as amended (63 Stat. 
377: 5 U. S. C. 124 et seq.). 

(b) All sales of scrap or of used prop¬ 
erty. 

<c> Transfers to a co.st-plus-flxed-fee 
contractor of Government-owned prop¬ 
erty for use in connection with the per¬ 
formance of the contract, 

(d) Sales to a lump-sum contractor of 
Government-owned property for use in 
connection with the performance of the 
contract. 

<e> Transfers to other agencies of the 
Government, including transfer for dis¬ 
position to the Federal Supply Service. 

(f> Transfer to any State. Territory 
of the United States, or political subdi¬ 
vision thereof, or the District of Colum¬ 
bia. when original sales to such agencies 
or instrumentalities are tax exempt. 

i 1011.2103 Sale of property to a 
lump-sum contractor . As indicated In 
if 1011.2102 <d), where the sale of prop¬ 
erty to a lum-sum contractor is involved, 
the amount of the Federal tax, as such, 
need not be collected from the contractor. 
The contractor, however, should not de¬ 
rive the benefit arising from the fact that 
the Government originally acquired the 
property free of tax. Accordingly, in 
fixing the sales price to be paid to the 
Government by the lump-sum contrac¬ 
tor. one of the elements included in the 
price will be the amount of the Federal 
excise tax which would ordinarily be pay¬ 
able upon a sale of similar property by a 
vendor other than the Government. 


Part 1012— Labor 

Subport A—Boiic labor Policies 

8ec 

1012.101 Labor relations. 

1013.101 -50 Actions affecting labor policies. 
1012 101-51 Communications regarding la¬ 
bor matters. 

1012 101-53 Removal of Items from plants 
or facilities affected by work stoppages. 
1012 101 54 Inspection of material during 
labor disputes. 

1012.101- 55 Admission or labor representa¬ 
tives to contract sites. 

1012.102 Overtime, extra-pay shifts, and 
multi-shift work. 

1012.102- 50 Contract requirements. 

1012.102- 51 Interservice agreements. 

1012.103 Federal and State labor require¬ 
ments. 

1012 103-50 State labor standards. 

1012.104 Meeting manpower requirements. 

Subport B—Convict Lobor 

1012.202 Applicability. 

Subport C—Eight-Hour low of 1912 (Othsr 
Thon Contraction Contracts) 

1012.302 Applicability. 

Subport D—lobor Standard* In Construction 
Contracts 

1012.401 Statutes and regulations. 

1012 401-50 Definitions. 

1012402 Applicability. 

1012.404 Administration and enforcement. 

1012.404- 1 In general. 

1012 404-2 Wage determinations. 

1012.404- 3 Additional classifications. 

1012 404-4 Apprentices. 

1012 404-5 Subcontracts, 

1012 404-6 Payrolls and affidavits. 

1012.404- 7 Investigations. 

1012.404- 9 Suspensions and deductions of 
contract payments. 

1012.404- 10 Restitution. 












RULES AND REGULATIONS 


1466 

Subport F—WoUh-H#ol*y Public Contract* Act 

Soo. 

1012 002 Applicability. 

1012003 Ret possibilities of contracting offi¬ 
cers. 

Subport H—Nondiicriminotion in Employment 

1012.804 Special requirements or emergen- 
cles. 

1012-806 Administration. 

1012.800-4 Complaints. 

1012 806-7 Reporting channels. 

1012800-50 Contact with the President's 
Committee. 

Auntournr: 111012.101 to 1012800-50 Is¬ 
sued under sec. 8012. 70A Btat. 488; 10 U. S. C. 
8012. Interpret or apoly sees. 2301-2314. 70A 
Stat. 127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—BASIC LABOR POUCICS 

$1012.101 Labor relations. 

$ 1012.101-50 Actions affecting labor 
policies. AF activities will not take any 
independent action concerning labor 
matters unless the action U within an 
established AF policy. 

| 1012.101-51 Communications re¬ 
garding labor matters. No direct com¬ 
munication is authorized with the na¬ 
tional headquarters or national offices of 
any labor organization or Federal agency, 
except with the specific prior approval of 
Hq USAF. 

(a> Commanders of major air com¬ 
mands and separate operating activities 
in the continental United States are au¬ 
thorized to communicate with local labor 
organizations and local offices of Federal 
agencies as required to carry out their 
responsibilities. 

(b> Commanders of major oversea 
commands are authorized to take such 
action on labor matters within their 
commands consistent with established 
AF policies. 

$ 1012.101-53 Removal of items from 
plants or facilities affected by work stop¬ 
pages. The Commander, AMC. is re¬ 
sponsible for the removal of items from 
plants or facilities affected by work stop¬ 
pages and is authorized to direct removal 
of critical Items which are urgently 
needed. 

I 1012.101-54 Inspection of material 
during labor disputes. Despite the ex¬ 
istence of a labor dispute. Inspection 
functions at contract plants or sites will 
be performed, as normally required dur¬ 
ing contract performance, except where 
the safety of the inspector may be en¬ 
dangered. 

§ 1012.101-55 Admission of labor rep¬ 
resentatives to contract sites. AF activi¬ 
ties normally will not present the access 
of labor union representatives to con¬ 
tract sites for the conduct of union busi¬ 
ness if their activities are compatible 
with: fa) performance of the contract 
work involved and <b> applicable safety 
and security regulations. 

$ 1012.102 Overtime, extra-pay shifts, 
and multi-shift work . 

$ 1012.102-50 Contract require¬ 
ments —<s> Definitions . (1) ‘Premium 
wage compensation’* means compensa¬ 
tion paid for overtime, extra-pay shifts, 
and multi&hifts worked in performance 
of an AF contract. 


(21 ••Overtime" refers to hours worked 
in excess of 8 hours per day or 40 hours 
per week. 

(3) “Extra-pay shifts" and "multi- 
shifts’* for the purpose of this chapter 
refer to those scheduled for other than 
normal working hours for which extra 
compensation is paid. 

(b) Types of contract clauses . There 
are two types of clauses which* are per¬ 
mitted with respect to contractually au¬ 
thorizing AF contractors to pay premium 
w*age compensation in connection with 
AF contracts: 

(1) That which directly authorizes a 
stipulated amount or percentage of pre¬ 
mium-wage compensation mo standard 
clause available). 

(2) That which authorizes, upon a 
later determination by the contracting 
officer responsible for administration of 
the contract, the use of premium-wage 
compensation. In addition to the pre¬ 
mium-wage compensation (If any> al¬ 
ready specifically authorized by the con¬ 
tract <for clauses, see i 1007.4031 of this 
chapter). 

I 1012.102-51 Interservice agree¬ 
ments . The contracting officer admin¬ 
istering the contract Is the AF officer 
authorized to enter into agreements with 
the other department or departments 
concerning overtime, extra-pay shifts, 
and multi-shifts. 

$ 1012.103 Federal and State labor 
requirements. 

$ 1012103-50 State labor standards. 
State labor standards governing maxi¬ 
mum hours of employment, meal and 
rest periods, night work, and other simi¬ 
lar conditions of employment w ill be ob¬ 
served to the maximum extent possible 
in performing AF contracts. 

(a) Administration . <1> The Air Force 
will not initiate applications to State 
agencies or officials for the suspension 
or relaxation of State labor standards. 

(2) Contracting officers may support 
applications of contractors or suppliers 
when all of the following circumstances 
are present: 

(i) If the required products or services 
are in short supply and failure to meet 
production schedules for critically 
needed end-items will result unless the 
suspension or relaxation of State labor 
standards is approved. 

<U) If there are no alternative sources 
of supply for such products or services 
available within the required delivery 
schedule. 

(ill) If remedial action <such as re¬ 
cruitment, training, and more effective 
utilization of manpower) Is not prac¬ 
ticable. 

(lv) If the granting of the application 
will not result in impairment of working 
conditions to the extent that productivity 
at the facility will be adversely affected. 

<3> Air Force letters of support will be 
addressed to the appropriate State 
agency and will include: 

(i) The facilities and services affected. 

<li> The extent of relaxation of the 
particular State labor standard required 
to complete the specific work in con¬ 
formity with the procurement schedule. 

dll) The period of time required for 
completion of the work. 


SUBPART 8 —CONVICT LABOR 

f 1012.202 Applicability. The con¬ 
tracting officer is responsible for maklni? 
the determination as to the applicability 
of the convict labor law to a contem¬ 
plated procurement. 

SUBPART C—TIGHT-HOUR LAW OF 1912 (OTHER 
THAN CONSTRUCTION CONTRACTS) 

$ 1012.302 Applicability . The con¬ 
tracting officer will determine the appli¬ 
cability of the Eight-Hour Law of 1913 
<62 Stat. 989: 40 U. S. C. 324-326) to t 
contemplated procurement. 

SUBPART 0—LABOR STANDARDS IN 
CONSTRUCTION CONTRACTS 

i 1012.401 Statutes and regulations. 

$ 1012.401-50 Definitions. For pur¬ 
poses of the acts cited in $ 12.401 of thi* 
title: 

<a> The terms "building" or "work** 
refer to construction activity, includint 
without limitation buildings, structures, 
and improvements of all types, such as 
bridges, dams, plants, highways, streets, 
tunnels, sewers, mains, power lines, 
pumping stations, railways, airports, 
terminals, docks, piers, levees, canals, 
dredging, shoring, rehabilitation and 
reactivation of plants, scaffolding drill¬ 
ing. blasting, excavating, clearing, and 
landscaping. 

<b> The terms "public building' or 
"public work" include building or work 
of which the construction, alteration, or 
repair is carried on directly by authority 
of or with funds of a Federal agency to 
serve the interest of the general public, 
regardless of whether title thereto Is in 
the United States. 

(c) The terms •’construction." "al¬ 
teration," or "repair" include all types of 
work done on a particular buildup or 
work at the site thereof, including with¬ 
out limitation, altering, remodeling 
painting, and decorating, the transport¬ 
ing of materials and supplies to or fro® 
the building or work by the employees of 
the construction contractor or construc¬ 
tion subcontractor, and the manufactur¬ 
ing or furnishing of materials, articles, 
supplies, or equipment on the site of ihe 
building or work by persons employed by 
the contractor or subcontractor. Demo¬ 
lition of existing structures is not in¬ 
cluded. 

cd> A construction contract for pur¬ 
poses of || 12.403-1 and 12.403-2 of this 
title Is In excess of $2,000 If the contract 
Is in an actual amount (not merely an 
estimated amount > In excess of $2,000 
A contract initially less than $2,000 
which is later increased over that amount 
by supplemental agreement or change 
order is in excess of $2,000 from the effec¬ 
tive date of such a change In the contract 
amount, and the requirements of the 
Da vis-Bacon Act. If otherwise applicable, 
are applicable to that part of the con¬ 
tract which has not been performed on 
such date. 

I 1012.402 Applicability. The con¬ 
tracting officer will determine the ap¬ 
plicability of the acts cited in 1 12 401 of 
this title. 

1 1012.404 Administration and 
for cement. 
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} 1012.404-1 In General—(a> Admin- 
titration of labor standards. It will be 
the responsibility of the contracting of¬ 
ficer administering contracts to admin¬ 
ister construction contracts according 
to the applicable labor standards pro- 
visions in this subpart. 

<b> Preconstruction letter or confer¬ 
ence. The contracting ofllccr admin¬ 
istering the contract will notify the con¬ 
tractor of his responsibilities under the 
labor standards provisions of the con¬ 
tract, by either a preconstruction letter 
or conference. A contractor-s 1 g n e d 
copy of AFPI Form 27. “Preconstruction 
Conference Checklist.” will be included 
in the contract hie when the conference 
system is used. The preconstruction 
letter or conference should inform the 
contractor of his obligations with respect 
to the labor standards statutes, regula¬ 
tions. and provisions set forth in this 
subpnrt and in Subpart D. Part 12, of 
this title. 

<c) Examination of records. Prior to 
the approval of payment on any con¬ 
struction contract, the contracting of¬ 
ficer administering the contract will 
initiate such examinations Into the rec¬ 
ords and activities of the contractor and 
his subcontractor's) as are necessary to 
insure full compliance with the appli¬ 
cable labor statutes and labor standards 
provisions in this subpart. 


f 1012.404-2 Wage determinations . 
The wage rate determination, issued by 
the Department of Labor pursuant to 
the Davis-Bacon Act. as amended (46 
Stat 1494 ; 40 U. S. C. 276a >. is a schedule 
of the minimum hourly rates of wages 
to be paid laborers and mechanics em¬ 
ployed by the contractor and his subcon¬ 
tractors performing work called for by 
the contract. It normally Includes all 
the classifications of laborers and me¬ 
chanics expected to be employed on the 
work. There are two types of determi¬ 
nations: area determinations and indi¬ 
vidual determinations. 

(a) Area <54A> determinations are 
determinations which provide wage 
rates for all contracts which may be 
awarded for work at an installation or 
within a given geographical area «usu¬ 
ally a county) during the 90-day life of 
the determination. These determina¬ 
tions contain all the classtflcatloas of 
laborers and mechanics usually needed 
for construction work. Hq USAF main¬ 
tains the area determination on a con¬ 
tinuous basis by requesting a new 
determination from the Department of 
Labor prior to the expiration of each 
current determination. Area determina¬ 
tions will be maintained only for those 
installations where the volume of con¬ 
tracts being executed makes it im¬ 
practicable to .obtain individual deter¬ 
minations. Area determinations will 
normally not be maintained for installa¬ 
tions other than bases or facility plants 
usually requiring at least four construc¬ 
tion contracts per quarter. 

*bi Individual determinations are de¬ 
terminations which are provided by the 
of Labor for a single con- 
® uc h ® determination must be 
nA a . ln t? for each contract subject to the 
f 4Q . l ^^con Act. as amended. »46 Stat. 

40 u. 8. C. 276a) unless an area 
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(54A> determination is applicable. The 
classifications of laborers and mechanics 
in these determinations are limited to 
those classes employed in the type of 
work required by the contract, as indi¬ 
cated In the request. 

(c) Use of the wage rate determina¬ 
tion: The Specifications of every con¬ 
tract subject to the Davis-Bacon Act will 
include a copy of a current wage rate 
determination. Contracting officers will 
not accept purchase requests covering 
projects subject to the act until the re¬ 
quired determination has been incorpo- 
rated in the specifications. Contracts 
may be advertised up to the expiration 
date of the determination: however, bids 
will not be opened after expiration until 
a new determination has been received 
and bidders advised of changes therein. 
Wage rates included In the contract at 
the time of award are applicable to that 
contract for its duration. These same 
rates may be used for additional or new 
work not included In the specification if 
an area determination was used in the 
IFB or RFP and that determination is 
still In effect at the time of the change. 
If the area determination has expired 
or if an individual determination was 
used, a new wage determination must be 
used for such new or additional work. 

(1) Fixed-price contracts \ formalin 
advertised or negotiated.) Once a con¬ 
tract is awarded, the wage rates con¬ 
tained In the specifications are the min¬ 
imum rates that can be paid by the 
contractor or his subcontractors during 
the life of the contract. 

(2) Cost-reimbursemerit type, time and 
material . and labor-hour contracts and 
subcontracts. The wage rates established 
for and included in cost-reimbursement 
type prime or subcontracts (including 
time and materials contracts and labor- 
hour contracts^ according to the Davis- 
Bacon Act are the minimum rates that 
can be paid during the life of the con¬ 
tract. Reimbursement to contractors and 
subcontractors holding the foregoing 
types jof contracts for w^ages paid to la¬ 
borers and mechanics are based on this 
wage schedule: all applications of prime 
and subcontractors to use higher wage 
rates require specific approval by the 
contracting officer. Subcontracts award¬ 
ed pursuant to a cost-reimbursement 
type, time and material, or labor-hour 
contract will include wage rates prevail¬ 
ing at the time of the subcontract award. 

(d) Modifications: The date modifi¬ 
cations. superseding determinations, or 
new' determinations are received by Hq 
USAF will be the date used In the field 
In determining whether any changes In¬ 
corporated therein must be considered in 
the bidding or whether the rates con¬ 
tained in the original determination may 
still be used. Accordingly, all deter¬ 
minations arc time-date stamped to indi¬ 
cate the date received by Hq USAF. If 
the date stamped is 5 days or more prior 
to the bid opening, such changes must 
be incorporated in the contract. If such 
changes include downward revisions of 
any of the applicable wage rates or if 
such changes include upward revisions of 
applicable wage rates not acceptable to 
the low bidder without a price modifica¬ 
tion, the procurement will be readver¬ 


tised. If there are no changes to 
applicable wage rates or if there are 
upward revisions which the low bidder 
will accept without a price revision, the 
changed wage rates may be included by 
amendment to the Invitation for Bids. 

(e) Posting. 

(1) The contracting officer will re¬ 
quire the contractor to display the Wage 
Rate Information Poster (SOL-165>, 
together with the applicable wage deter¬ 
mination. 

<2) The contracting officer will Insure 
that construction contractors will be 
furnished a Wage Rate Information 
Poster (Department of Labor Poster No. 
SOL-155) promptly upon the making of 
the award. 

(3) The contracting officer will insure 
that there is Inserted in the blank box 
in the middle of the poster, in a promi¬ 
nent manner, the name and address of 
the AF office responsible for the admin¬ 
istration of the contract, where workers 
may flic any complaints they may have 
as to violations of applicable labor law 
standards. 

f 1012 404-3 Additional classifica¬ 
tions. If a classification is omitted in 
the determination, or the need for an 
additional classification arises prior to* 
contract award, an emergency request 
for a supplementary determination 
should be sent to Hq USAF. If the need 
for additional classifications arises after 
award of the contract, the contracting 
officer may authorize the contractor to 
employ such classifications on the work, 
provided the contractor has furnished a 
signed request Justifying use of such 
classifications and the wage rates pro¬ 
posed to be paid. If the request is ap¬ 
proved, one copy will be returned to the 
contractor, one copy will be made a part 
of the contract records, and two copies 
will be sent immediately to Hq USAF. 
If disagreement or doubt exists as to the 
proper classification or wage rate, the 
question together with a specification 
description of the work to be performed 
by the classification and the recom¬ 
mendation and comments of the con¬ 
tracting officer, will be referred immedi¬ 
ately to Hq USAF. 

i 1012.404-4 Apprentices . Appren¬ 
tices may be employed on the work only 
under a bona fide apprenticeship pro¬ 
gram registered with a state apprentice¬ 
ship council which is recognized by the 
Federal Committee on Apprenticeship, 
Department of Labor, or, if no such rec¬ 
ognized council exists in the State, the 
apprentices must be registered under a 
program with the Bureau of Apprentice¬ 
ship. Department of Labor. A copy of 
the apprenticeship registration certifi¬ 
cate, or a certification by the contractor 
that his apprentices are properly regis¬ 
tered. w'ill be furnished to the contract¬ 
ing officer, together with copies of the 
first payrolls upon which such appren¬ 
tices are listed. The number of persons 
employed In the classification of appren¬ 
tices may not exceed the ratio approved 
by the council or bureau, 

I 1012.404-5 Subcontracts. The 
prime contractor will submit to the con¬ 
tracting officer a list of all subcontracts 
und subcontractors to be engaged on 
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work at the site, indicating names and 
addresses, amount of subcontract, and 
nature of work involved. This list will 
be kept up to date during performance 
of the contract and will include all sub¬ 
contractors. not merely first tier sub¬ 
contractors. 

$ 1012 404-6 Payrolls and affidavits — 
<a> Submission. The prime contractor 
will submit and cause all his subcontrac¬ 
tors to submit through him to the con¬ 
tracting officer, copies of payrolls allow¬ 
ing all laborers and mechanics engaged 
on the contract at the site of the work, 
including names, classifications, hours 
worked each day. total hours each week, 
rate of pay. total wages, deductions from 
wages, and net amount of wages, each 
payroll to be accompanied by a sworn 
affidavit in the form prescribed in 
$ 16.803-1 <c) of this title attesting to 
compliance with the labor standards 
provisions of the contract. The receipt 
of these affidavits is a condition prece¬ 
dent to payment under the contract. 
The addresses of all employees listed on 
the payrolls will be submitted with the 
payrolls on which their names first ap¬ 
pear. A listing of employees or copies 
of hiring slips with appropriate data will 
suffice for this purpose. 

<b) Payroll deductions. (1) No pay¬ 
roll deductions are authorized except as 
follows: 

<1> Where required by Federal. State, 
or local statute or ordinance to be made 
by the employer from the wages earned 
by the employee. 

<11 > Bona fide prepayment of wages 
without discount or interest, 

<lii> Deductions required by court 
process, provided that the contractor or 
subcontractor will not be permitted to 
make such a deduction in favor of the 
contractor, subcontractor, or any affili¬ 
ated person, or where collusion or collab¬ 
oration exists. 

<iv) As permitted by subparagraphs 
(2>. <3>, and (4> of this paragraph. 

< 2) Deductions which meet the stand¬ 
ards set forth In this subparagraph are 
permissible provided the contractor or 
subcontractor has made written appli¬ 
cation by registered mail to the Secre¬ 
tary of Labor (copies must be furnished 
the contracting officer) indicating that: 

(I) The deduction is not prohibited by 
law. 

(II) That the employee has consented 
voluntarily to the deduction In writing, 
prior to the payroll period, and the con¬ 
sent Is neither a condition for obtaining 
employment nor for continuation of em¬ 
ployment or that the deduction is pro¬ 
vided for In a bona fide collective bar¬ 
gaining agreement and is for the 
benefit of the employee or the labor or¬ 
ganization which represents the em¬ 
ployee. 

<iii» That no profit, benefit, or pay¬ 
ment is obtained directly or indirectly 
by the contractor, subcontractor, or any 
affiliated person from the deduction and 
that no portion of the funds, whether in 
the form of a commission or otherwise 
will be returned to the contractor, sub¬ 
contractor. or any affiliated person. 

<iv> That the deduction is for the con¬ 
venience and in the interests of the em¬ 


RULES AND REGULATIONS 

ployee and that the deductions arc cus¬ 
tomary in this or comparable situations. 

Subject to the foregoing standards and 
application to the Secretary of Labor by 
the contractor or subcontractor In good 
faith, deductions may be made. How¬ 
ever, if the Secretary of Labor decides on 
his own motion or on the motion of an 
affected person or agency that the de¬ 
duction does not meet the standards set 
forth in this subparagraph, he will give 
written notice to the contractor or sub¬ 
contractor and request additional sup¬ 
porting evidence for the deduction. If 
on the basis of such additional evidence 
the deduction still does not meet the 
standards set forth In this subparagraph, 
the deduction will pease to be permissible 
7 days after the contractor or subcon¬ 
tractor and the Air Force have been 
notified of the Secretary’s decision. 

<3» Upon application to and receipt 
of written permission from the Secre¬ 
tary of Labor, and subject to the stand¬ 
ards set forth in subparagraphs (2) (i), 
(ii) and <iv> of this paragraph, deduc¬ 
tions may be made by a contractor or 
subcontractor or any affiliated person for 
membership fees In group benefit or re¬ 
tirement associations, for board and 
lodging, or for other purposes where the 
Secretary of Labor concludes the deduc¬ 
tion is required by compelling circum¬ 
stances: provided, however, that the 
contractor, subcontractor, or any affili¬ 
ated person does not make a profit or 
benefit directly or indirectly from the 
deduction. A copy of the Secretary's 
decision will be sent to the applicant 
and the Air Force. 

(4) According to and subject to the 
standards set forth in subparagraph (2) 
of this paragraph, general permission is 
hereby granted to make payroll deduc¬ 
tions for: 

<i> The payment of the purchase price 
of United States Defense Stamps and 
Bonds and United States Tax Savings 
Notes. 

<U> The repayment of loans to or the 
purchase of shares In credit unions or¬ 
ganized and operated according to Dis¬ 
trict of Columbia, Federal, or State 
credit union statutes. 

(ill) Contributions to a Federal Gov¬ 
ernment or quasi-governmental agency. 

<iv> The payment of dues or pre¬ 
miums to unaffiliated insurance com¬ 
panies or associations for medical or 
hospitalization insurance where the em¬ 
ployer is not required by Federal. State, 
or local laws to supply such insurance or 
benefits. 

< v > Contribution to bona fide charities 
such as the Red Cross and Community 
Chest. 

<vi> Regular union initiation fees and 

membership dues where a collective bar¬ 
gaining agreement provides for such de¬ 
ductions. This does not include work 
permits or special assignments. 

<5j When the employee does not have 
full and actual freedom of disposition 
of his wage pajTnent, whether made in 
cash or by check, any restricted payment 
made to the employee is considered a 
deduction under this subpart. 

(6> Nothmg herein will be construed 
to permit any deduction which the con¬ 
tractor or subcontractor knew, or in 


exercise of good faith should have 
known, did not meet the foregoing 
standards. The Secretary of Labor may 
notify the contractor or subcontractor 
that a deduction will be permitted 
only If certain conditions with respect 
thereto are observed. The contractor or 
subcontractor or any affiliated persons 
wlU comply with such general rules and 
regulations concerning the deductions 
as the Secretary of Labor will make from 
time to time, notice of which will have 
been given to the contractor or subcon¬ 
tractor or any affiliated person making 
the deduction and to the Air Force cither 
directly or through publication in the 
Federal Register. 

(c) Preservation of records . The con¬ 
tractor .and subcontractors will maintain 
neat and legible payroll records available 
for inspection by the Air Force or the 
Department of Labor during the per¬ 
formance of the contract and for i 
period of 3 years from date of completion 
of the contract. The contracting officer 
administering the contract will maintain 
the payrolls and affidavits as part of the 
contract file. 

5 1012.404-7 Investigations. The con¬ 
tracting officer administering the con¬ 
tract is responsible for accomplishment 
of investigations. 

5 1012 404-9 Suspensions and deduc - 
tions of contract payments. <a> As to « 
any alleged failure or refusal to pay 
wages due workers under the labor 
standards provisions of this Part, the 
contracting officer will inform the con¬ 
tractor of such allegation and. upon 
mutual agreement that the allegations 
are correct, request that the contractor 
provide for restitution accordin': to 
l 1012.404-10. If restitution is not made, 
and violation of the Davis-Bacon Act 
is alleged, action will be taken to with¬ 
hold moneys sufficient to cover the 
alleged unpaid wages. 

<b> If it is finally determined that 
restitution is due any worker because of 
violation of the Davis-Bacon Act and the 
contractor refuses to make restitution, 
the worker may be advised that he may 
apply to the General Accounting Office 
for payment. 

<c) As to alleged violations Involving 
liability for penalties under the Eight- 
Hour Law, the contracting officer should 
withhold from payments due the con¬ 
tractor a sum sufficient to cover the esti¬ 
mated penalties possibly due the United 
States. Such an amount should con¬ 
tinue to be withheld until action as set 
forth in paragraph (d) of this section s 
taken, or the contractor voluntarily pay* 
the full amount of the penalties allegedly 
due, or the contracting officer is informed 
through channels that the Department 
of Labor has waived imposition of the 
penalties. 

<d> When investigation discloses that 
penalties are due the United States, the 
contracting officer will forward to the 
disbursing officer who normally makes 
disbursement to the contractor, • 
voucher indicating the amount due the 
contractor, the amount to be paid to the 
United States as penalties, and sufficient 
information to explain the withholding 
The voucher should be separate from 
that used to withhold any restitution 
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that may be due the contractor's em¬ 
ployees. The contracting officer should 
retain complete information concerning 
the penalties, including Justification 
therefor and method of calculation, to 
be furnished the disbursing officer II 
requested. 

(e> In appropriate cases where an 
employer acting in good faith has inad¬ 
vertently failed to pay the daily over¬ 
time compensation required by the 
Dkht-Hour Law <40 U. S. C. 324-326) 
and subsequently makes delayed pay¬ 
ment of the extra amount due his em¬ 
ployees. although the employer is in 
technical violation of the Eight-Hour 
Law and subject to the 5-dollar per day 
penalty for each violation, a recom¬ 
mendation for nonimposition of penal¬ 
ties may be made. 

1 1012.404-10 Restitution . 'a> As to 

labor standards violations determined 
to have involved underpayment of 
wages, the contracting officer may order 
restitution to be made, unless it appears 
that the violation Is willful or aggravated. 
Computation of proper restitution may 
be made by the contractor and checked 
by the contracting officer. Upon com¬ 
pletion of computations, a summary 
sheet listing names, addresses, and the 
unpaid amounts payable to the em¬ 
ployees involved should be prepared by 
the contractor, a copy of which will be 
furnished to the contracting officer. 
The contracting officer will advise the 
contractor of the procedure which will 
satisfy him conclusively that proper 
restitution has been made, such as the 
witnessing of cash payments, the fur¬ 
nishing of canceled checks, or a certified 
copy of a supplemental payroll. When 
& case develops where it is indicated that 
the contractor or subcontractor is in 
aggravated or willful violation of the 
labor standards provisions or that crim¬ 
inal action might be undertaken because 
of willful violation of a criminal statute, 
no attempt should be made to effect 
restitution. 

<b) When a contractor wishes to 
make voluntary restitution but the 
workers involved cannot be located, the 
contracting officer will collect such resti¬ 
tution and send It to the disbursing offi¬ 
cer for forwarding to the General 
Accounting Office, accompanied by a list 
of such workers, their last known ad¬ 
dresses, and the amount due each. Un- 
this procedure has been followed, 
voluntary restitution cannot be con¬ 
sidered completed as to workers who 
cannot be located. 


SUMAST F—WAISHHEAIEY PUBLIC 
CONTRACTS ACT 

} 1012.602 Applicability —fa) Deter¬ 
mination of applicability. The contract¬ 
us officer is responsible for making the 
e t? lnatIon as to thc applicability of 
cne Waish-Mealey Act (49 Stat. 2036: 

C to a contemplated 

Procurement. 

,.l b ’ Exceptions. Section 6 of the Act 
4 ® f Ut 2038 ; 41 8- C. 40». permits 

jhe Secretary of Labor to make cxcep- 
uons to the requirement that the repre- 
sentatlons and stipulations of section 1 
^ ^ included in department 
P oposals °r contracts whJch are subject 
10 the Act in individual cases. 


(1) All requests of present or prospec¬ 
tive contractors for exceptions under 
section 6 of the Act will be addressed to 
the Commander, AMC. Such requests 
will be In writing, will be transmitted 
through the appropriate contracting offi¬ 
cer. and will set forth all pertinent in¬ 
formation, including the nature of the 
requested exception, the need therefor, 
and any action already taken by the con¬ 
tractor to avoid the necessity for the 
exception. 

(2) If the Commander. AMC, concurs 
in the recommendation of the contract¬ 
ing officer, after review of the request 
and consideration as to whether the need 
for an exception can be avoided by using 
alternative facilities, he will send the 
request to Hq USAF. together with: 

(1) A statement of all pertinent data. 

<il) His recommendation. 

fill) A letter stating the need for the 
exception, addressed to the Secretary of 
Labor and prepared for the signature of 
the Secretary of the Air Force. 

<iv> Findings of fact as required by 
section 6 of the Act, prepared for the 
signature of the Secretary of the Air 
Force. 

5 1012.603 Responsibilities of con¬ 
tracting officers. The following para¬ 
graphs implement the corresponding 
paragraphs of I 12.603 of this title. The 
contracting officer is responsible for the 
following: 

(a) Advising prospective contractors 
of possible applicable minimum wage 
determinations, by giving written or 
verbal information about such determi¬ 
nations in advance of or coincident with 
the negotiation of nonadvertised pro¬ 
curements. and by including the follow¬ 
ing provision in Invitations for bids in 
the case of formally advertised procure¬ 
ments: 

Lasos Information 

Attention la Invited to the possibility that 
wage determinations msy have been made 
under the Walsh-Healey Public Contracts 
Act providing minimum wages Tor em¬ 
ployees engaged tn the manufacture for sale 
to the Government of the supplies covered 
by this Invitation for Bids. Information In 
this connection, as well as general informa¬ 
tion as to the requirements of the Act con¬ 
cerning overtime payment, child labor, 
safety and health provisions, etc., may be 
obtained from the Wage and Hour and Pub¬ 
lic Contract* Division. Department of Labor, 
Washington 25. D. C Bequests for Infor¬ 
mation should state the Invitation number, 
the Issuing agency and the suppUys covered. 

The contracting officer is responsible for 
being generally cognizant of the mini¬ 
mum wage determinations of the Secre¬ 
tary of Labor currently In effect. In¬ 
formation regarding minimum wage de¬ 
terminations may be secured from the 
Regional Directors of the Wage and 
Hour and Public Contracts Division, 
U. 8. Department of Labor. 

(b) Insuring that contractors who 
are awarded contracts subject to the 
Walsh-Healey Public Contracts Act arc 
furnished posters PC-13 (revised April 
1955), entitled “Government Contract 
Notice to Employees." 

SUBPART H—NONDISCRIMINATION IN 
EMPLOYMENT 

5 1012.804 Special requirements or 
emergencies . When, In negotiated pro¬ 


curement. an offeror who would other¬ 
wise be qualified tor award refuses to 
accept the clause or requests a modifi¬ 
cation thereof, and an award omitting 
the clause or granting such modifica¬ 
tion is considered necessary or clearly 
In the best interests of the Government, 
a request for such deviation will be for¬ 
warded to Hq USAF. 

f 1012 806-4 Complaints. Complaints 
received by the Air Force alleging non- 
compliance with the provisions of the 
nondiscrimination clause will be re¬ 
viewed by the initial receiving office to 
determine that they contain the identi¬ 
fying information called for by 4 12 806- 
4 of this title. Complaints not received 
within 1 year from the date of the inci¬ 
dent will not be processed. 

{ 1012.806-7 Reporting channels . (a) 
Reports of investigations containing the 
information indicated in 8 12.806-6 <a> 
of this title will be submitted in quad¬ 
ruplicate to Hq USAF through Hq AMC. 
The latter will prepare a summary re¬ 
port to accompany the Investigation 
findings. 

8 1012.806-50 Contact with the Presi¬ 
dent's Committee . There will be no 
contacts by AF personnel with the 
President’s Committee on Government 
Contracts or Its staff except after coor¬ 
dination with Hq USAF. 
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1013.406- 1 Nondtsposablc nonseverable fa¬ 
culties. 

1013.406- 3 Abandonment of facilities and 
restoration of premises. 

1013.407 Right of contractor to use. 

1013.413 Termination of faculties contracts. 

Subpart E—Contract Ctouiei 

1013.504 Special tooling clause'for Used- 
price contracts. 

1013.550 Bailment clauses. 

1013.552 Property records clause. 

1013.553 Special nuclear material. 

Subpart F—Use of Government-Owned Indus¬ 
trial Facilities on Work Other Than for a 
Military Department 

1013 601 RcntA). 

1013.601-50 Procedure. 
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Swbport T—Bollmtnf 

Sec 

1013 2001 Bailment of Government prop¬ 
erty to contractor®. 

1013.2002 Bailment by AP basce of aircraft 
engines or major component® to civil 
aircraft or military contract carrier*. 

1013.2002-1 Bailment agreement to be 
used for the bailment of aircraft en¬ 
gines) for use on U. 8. registered civil 
aircraft grounded at an AP base. 

1013 2002-2 Bailment agreement to be uti¬ 
lized for the bailment of aircraft cn- 
gtneUI and or component® for use of 
civil air carrier® at a U. S. Air Porce base. 

1013.2003 interagency transfer® of property 
for bailment. 

Subport X —focil.ty (sponsion Procedure 

1013 2401 General, 

10132402 Procedure. 

10132403 Contractor'® formal application 
for facilities. 

1013.2403-1 Preliminary faculties applica¬ 
tion. 

1013.2403 2 Contractor's formal application 
of facilities. 

1013.2404 Appendix A. industrial facilities. 

1013.2405 Industrial faculties program. 

1013.2400 Allowability of Items under fa¬ 
cilities contract® and procurement con¬ 
tract®. 

1013 2406-1 List of item® allowable under 
facilities and supplies contract®. 

Swbporf Y — Industrial Real Property— 
Construction and Rehabilitation 

1013.2502 General provisions. 

Subport Z — Industrial Reol (state— 
Acquisition and Disposal 

1013.2603 Acquisition. 

Subpart 66—factual Appendices 

10132601 Authority. 

1013 2602 General. 

1013 2602-1 Factual appendix "A”—sum¬ 
mary of expenditures. 

1013.2802-2 Factual appendix "A**—pur¬ 
chase facilities. 

1013.2602 -3 Factual appendix "A’*—Govern¬ 
ment furnished property. 

Subport CC—limited Power of Attorney for 
Procurement From General Services Adminis¬ 
tration or Federal Supply Schedule Contractors 
by Facilities Contractors 

1013.2903 Procedure. 

1013 2903-1 Form of limited power of at¬ 
torney. 

Subpart DD—leasing of Machinery and 
Industrial Equipment 

1013 3001 General. 

1013.3003 Processing of request® for leases. 

1013.3003- 3 Determining proposed lessee's 
eligibility. 

1013-3004 Issuance of leases. 

1013 3004-3 Signature of leases. 

1013.3004- 4 Lessee's refusal to sign. 

1013.3005 Administration of leases. 

10133005 2 Government and AF priorities. 

1013.3006-3 Insurance. 

1013 3006-4 Maintenance. 

1013 3006-5 Bent, 

1013.3006 6 Transfer or return shipment of 
property. 

1013 3005-7 Disposition of skids, crates, and 
other packing materials. 

10133006 Amending or terminating leases. 

10133006-1 Adding item® to existing leases. 

10133006-2 Removal of items from con¬ 
tracts; terminations. 

10133006-3 Other amendments to existing 
leases. 

Subpart EE—Purcharo of Used Machinery or 
Production Equipment 

10133101 Oenersl. 

20133102 Procedures and responalblllties. 


Subport GO—Providing Vohklet to Air Force 
Contractors 

Sec. 

1013 3301 Policy. 

1013.3302 Definition. 

1013.3305 Lease-rental. 

1013 3309 Restrictions and license. 

1013.3310 Maintenance. 

1013 3311 Modification and cannibalization. 
10133312 Operation and personnel. 

Subpart HH—Acquisition of Excott NonstocklUted 
Facilities 

10133402 General conditions. 

Aothoxjtt: ff 1013.101 to 10133402 Issued 
under sec. 8012. 70A SJtat. 468: 10 U. 8. C. 
8012. Interpret or apply secs. 2301-2314. 70A 
8tat. 127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—GENERAL 

} 1013.101 Definitions, fa) through 
<e>. Sec 3 13.101 (a)-tc) of this title. 

it) "Industrial facility" Is further de¬ 
fined for contracting and costing pur¬ 
poses as including all property acquired 
for the performance of a contract, and 
not incorporated in the contract end 
items, of a type which would normally 
be capitalized for contractor's Federal 
income tax purposes if the contractor 
retained title thereto. For this purpose 
the term "property" includes improve¬ 
ments and attachments and any other 
items the cost of which would be so 
capitalized. 

(g) through (o>. See 5 13.101 (g)- 
(o) of this title. 

(p) "Facilities contract" means a con¬ 
tract between the Government and the 
contractor providing to the contractor 
existing Government facilities and/or 
funds for the acquisition of facilities for 
the production or development of USAF 
material and services. 

5 1013.101-50 Bailment. A delivery 
of Government property by the Air Force 
to a contractor for a specific purpose 
directly related to a prime AF contract, 
the property to be returned, or duly 
accounted for, to the Air Force when the 
special purpose is accomplished. Bail¬ 
ment does not include sale, donation, 
lease, the furnishing of property to a 
contractor under a facilities contract, or 
the furnishing of Government-fur¬ 
nished property for consumption or for 
incorporation in such a manner as to 
lose its identity into an end product 
delivered to the Government. 

$ 1013.101-51 Bailment agreement. 
A bilateral contractual instrument 
which accomplishes the actual bailment 
of Government property, and contains 
all information concerning the indi¬ 
vidual bailment, including an adequate 
description of the property: purpose of 
the bailment: use to be made of the 
property; authorization for modifica¬ 
tions which may be Incorporated In the 
property; the place where'the property 
is to be delivered and returned; the 
period of bailment and any special pro¬ 
visions deemed necessary by the Gov¬ 
ernment. 

f 1013.101-52 Charter carrier. 
'Single or multiple-trip charter car¬ 
rier.) Civil aircraft operating under 
contract to the Air Force but not under 
operational control of the Air Force. 


5 1013 101-53 CivU aircraft. Aircraft 
(domestic or foreign) operated by pri¬ 
vate individuals or corporations of any 
national registry, including foreign gov- 
eminent-owned commercial aircraft, in 
other than military or governmental 
operations. 

5 1013.101-54 Contract carrier. Civil 
aircraft, the operations of which are 
controlled under terms of a contract ad¬ 
ministered by any department of the 
United States Government. 

5 1013.101-55 Expendable property. 
That property which will lose its identity 
or be consumed in the course of its use. 

$ 1013.101-56 Government-furnished 
aircraft equipment (GFAE). That por¬ 
tion qf Government-furnished property 
which, under the terms of an Air Force 
airframe contract. Is procured by the 
Air Force and furnished direct to air¬ 
craft equipment or missile manufac¬ 
turers for inclusion or incorporation in 
aircraft or missiles. 

5 1013.101-57 Master bailment agree¬ 
ment. A bilateral contractual instru¬ 
ment which sets forth the basic terms 
and conditions under which bailment of 
Government property to the contractor 
will be effected. 

5 1013.101-58 Facilities expansion 
project. All the activity involved in 
making Government-owned industrial 
facilities available to an AF contractor 
and In supervising their use, from the 
time it is determined that such facilities 
are required until the time the contrac¬ 
tor is relieved of all responsibility with 
respect to them. 

5 1013.101-59 Facilities lease. A lease 
agreement between the Government and 
a contractor providing existing Govern¬ 
ment-owned industrial facilities to the 
contractor for the production or de¬ 
velopment of AF materiel and services. 

5 1013.101-64 Real property . Real 
property includes lands and interest 
therein, leaseholds, buildings, improve¬ 
ments and appurtenances thereto, and 
also includes piers, docks, warehouses, 
rights-of-way. and casements, whether 
temporary or permanent, and improve¬ 
ments permanently attached thereto. It 
does not include machinery, equipment, 
or tools which have not been affixed to, or 
which have been severed or removed 
from, any such lands or building. 

5 1013.101-65 AF representative. The 
term “AF representative." means an AP 
plant representative or chief of an atr 
procurement district under the juris¬ 
diction of an AMA commander: or the 
chief of a procurement office in: an AMC 
field procurement activity, an AF foreign 
procurement activity, a separate AMC 
activity, an AF local purchase activity, 
ARDC, or an AMA under the Jurisdiction 
of AMFPA or AMFEA. 

5 1013.101-66 Special nuclear ma¬ 
terial. "Special nuclear material ' is ma¬ 
terial such as plutonium or uranium en¬ 
riched in the isotope 235 or the isotope 
233. or any other material which the 
Atomic Energy Commission has deter¬ 
mined to be capable of releasing substan¬ 
tial quantities of energy through nuclear 
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chain reaction of the material, or any 
other material artificially enriched by 
any of the foregoing. 

5 1013.102 General policy . AF policy 
Is that Government property will be fur¬ 
nished to contractors, including subcon- 
I tractors, only when specifically provided 
for in the terms of a written contract, 
bailment agreement, or lease. Any de¬ 
viation from this policy will be granted 

I onlv by the prior written approval of Hq 
USAF. 

I J 1013.102-3 Facilities. The procur- 
| inn activity will determine, when con¬ 

sidering this factor, whether provision of 
facilities will be in the Government’s best 
interests. In providing industrial facil¬ 
ities to contractors for production of AF 
materiel, the following policies will be 
1 observed: 

(a) Utilization of existing facilities. 
Existing industrial facilities will be used 
in preference to Government-financed 

facilities expansions. 

I <b> Capacity. When Government fi¬ 
nanced industrial facilities are required 
they will be provided: only to the extent 
necessary to meet procurement require¬ 
ments, or to provide limited facilities aug¬ 
mentation for selected aircraft, or to 
provide a minimum base for meeting mo¬ 
tion requirements. Normally fa¬ 
cility expansions will be based on a two 
shift. 5-day work week. 

io Expansion for mobilization. In¬ 
dustrial expansion to meet phased mili¬ 
tary requirements for mobilization will be 
supported to the extent necessary to meet 
that portion of such requirements which 
is not covered by available Government - 
owned facilities together with such 
privately owned facilities as are expected 
to be made available for military produc¬ 
tion. 


<di Dispersal . All new projects un¬ 
dertaken or sponsored will comply with 
such dispersal standards as may be is¬ 
sued by proper Government authority. 

<e> Financing. In general, the De¬ 
partment of Defense will not undertake 
financing of industrial facility expan¬ 
sions unless it can be demonstrated that 
it is necessary for the Government itself 
to perform or support the required pro¬ 
duction or service. 

<f> Test facilities at privately owned 
Plants. No Government financed test 
facilities will be constructed at a private¬ 
ly owned plant If such facilities duplicate 
available Government-owned test facili¬ 
ties. Exceptions to the above include: 
when It can be established that existing 
Government-owned facilities, regardless 
of service control, are being used to full 
capacity, or that existing Govcrnmcnt- 
owned facilities are inadequate from the 
standpoints of technical characteristics, 
workload capabilities, or excessive dis¬ 
tance from the development or produc- 
tion source of the weapon or equipment, 
wna it would be impractical to locate ad- 
cuuonal capacity at another Govern¬ 
ment-owned facility. 

Co °Pc™ttvc use of Government 
SET**' The heay y cost and the large 
area * frequently required for test 
wnd development facilities make it im- 
iwrauve that maximum utilization be 


made of each facility owned by the Gov¬ 
ernment. Therefore, the following rules 
will be observed: 

(1) Each facility will be acquired in 
a manner and under circumstances in 
which the Government s interest is com¬ 
plete and exclusive. 

(2) Each facility will be operated ac¬ 
cording to a periodically established 
test program; wherever two or more 
military departments are engaged in 
programs involving a particular facility, 
the test program will be arranged by 
mutual agreement between the inter¬ 
ested departments. 

(3) Under regulations established by 
the Secretary of the cognizant military 
department, the technical findings re¬ 
sulting from operation of Government - 
owned facilities will be the property of 
the Government and will be made avail¬ 
able for such dissemination and use as 
may. from time to time, be found to be in 
the interest of the Government. 

<h) Prior determinations for common 
use type facilities. The procuring ac¬ 
tivity will make the following determina¬ 
tion. prior to submitting requests for 
authority to acquire major common-use 
type facilities such as airfields, liquid 
oxygen plants, acceptance test stands, 
large environmental facilities, nuclear 
test facilities: 

(1) The suitability of other like Gov- 
emment-owned facilities under the con¬ 
trol of the Department of Defense, 
regardless of present occupancy, that are 
located within a reasonable distance of 
the proposed site, and the possibility of 
joint usage; 

(2) The location of the proposed fa¬ 
cility is the most suitable for the im¬ 
mediate requirement and the estimated 
present and future requirement of other 
contractors, and/or components of the 
Armed Forces: 

(3) Where a future demand appears 
probable provisions have been made in 
the facility design to allow for suitable 
expansion if necessary. 

<4) Dispersal criteria or applicability, 
see paragraph (d> of this section. 

<i> Nonsetcrable industrial facilities. 
The construction or installation by the 
Government of nonseverable structures 
or industrial facilities or. privately owmed 
land is discouraged. 

<)) Rental. Facilities may be provided 
on a rent-free basis where such rent-free 
use is authorized by an AF supplies or 
services contract and where the con¬ 
tractor is not placed in a favored com¬ 
petitive position. When the above con¬ 
ditions are not present, rental charges 
for use of the facilities will normally be 
at the following per annum rates based 
on acquisition cost: 

(1) 5 percent on land and land 
improvements. 

(2) 8 percent on buildings, building in¬ 
stallations, land installations (on site), 
and land installations (oft site). 

(3) 6 percent on heavy presses and 
forging equipment. 

(4) 12 percent on machine tools, pro¬ 
duction equipment, laboratory and test 
equipment, miscellaneous furniture and 
equipment, except as set forth in sub- 
paragraph <<C) of this paragraph. 
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(5) 25 percent on portable tools and f 

material handling and automotive 
equipment 

(6) Machine tools and metalworking 

equipment of those types contained in 
Standard Commodity Classification Ma¬ 
jor Group 34. Parts I and IV only, made 
available to contractors, will be provided 
at the same rental rates if the negotia¬ 
tions for providing the property com- [ 

menced subsequent to January 31. 1955. 

<i) Such rental will be charged on the 
basis of the time during which the prop¬ 
erty is available for ufc by the con¬ 
tractor, rather than on the basis of the 
time during which the property is ac¬ 
tually used. The acquisition cost to be [ 

used for determining the rent will be 
the base price of the machine with 
standard accessories and attachments 
(less special tools and accessories) 
charged the Government when the ma¬ 
chine was purchased. When special tools 
and accessories are included with the 
machine, the acquisition cost will be In¬ 
creased proportionately. If this infor¬ 
mation is not available or cannot be ac- ' 

curately estimated or obtained from the 
manufacturer of the machine, request 
should be made through channels to Hq 
USAF. 

(11) The rental will not be applicable S 

and the rate may be negotiated in the f 

following cases; r 

(a) In the case of leases which cover 
entire Government-owned plants or oth¬ 
erwise involved substantial Government- 
owned real property as well as equipment. 

ib) With respect to Government- 
owned machine tools and metalworking 
equipment which a procuring activity, in f 

aid of the Governments program for 
maintaining capacity for essential mili¬ 
tary production needs in the event of 
mobilization, desires to make or keep 
available at any plant for use by a con¬ 
tractor. provided either or both of the 
following conditions prevail: 

(1) The items of machine tools and ■ 

metalworking equipment are such that 

the size, complexity, or performance 
characteristics present unusual problems | 

reflected in the time required in connec¬ 
tion with preparing for shipment, ship¬ 
ping from storage or supply point, in¬ 
stalling. and making ready for operation. j 

(2) The items of machine tools and 

metalworking equipment are contained 
in a complete complement of production 
equipment and tools, capable of produc- I 

ing military end items or components 
thereof, provided under a facilities con¬ 
tract. lease, or contract for operation of 

a Government-owned plant and being 
used for current production or being ad¬ 
ministered under standby provisions 
such as those contemplated by $ 13.414 
of this title. j 

(iii) In cases covered by subdivision 
(11) of this subparagraph, the private 
party will pay a fair and reasonable 
rental, which will be established on the ( 

basis of sound commercial practice, In¬ 
cluding any prevailing commercial rates. 1 

and will be such to prevent the private 
party from obtaining an unfair competi¬ 
tive advantage by reason thereof. How¬ 
ever, when in cases covered by subdivi¬ 
sion (11) of this subparagraph, property 
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is leased under Public Law 364, (80th 
Congress) *61 Stat. 774; 50 U. 8. C. 
6265-3) or Public Law 130 (83rd Con¬ 
gress), as extended (67 Slat. 177: 50 
App. Supp. TV 1173). the rental may take 
into consideration obligations assumed 
by the private party to px*otect and main¬ 
tain the property as well as to perform 
other services permitted by these laws to 
be accepted as all or part of the consid¬ 
eration for the lease. 

ik> Restricted items. The following 
items are subject to special restrictions, 
os follow's: 

tl) Office and cafeteria equipment. 
Allowable items of furniture, office equip¬ 
ment. and cafeteria equipment will be 
provided AF prime contractors operating 
Government-owmcd or leased AF plants 
as required, and may be provided to other 
contractors operating privately owned or 
scrambled plants (part Government- 
owned) only in that quantity which is in 
excess of the contractor's normal peace¬ 
time requirements resulting from his 
constructing, leasing, or otherwise ac¬ 
quiring additional productive floor space. 
Cafeteria equipment such as tableware, 
trays, and kitchen utensils are consid¬ 
ered expendable and will not be provided 
under facilities contracts. Capital equip¬ 
ment such as stoves, dishwashers, steam 
tables, and chairs may be provided, as 
above. 

(2) Vehicles. Provisioning of vehicles 
will be according to Subpart GG of this 
part. 

(3> Nonstandard equipment Non¬ 
standard equipment such as dollies, 
racks, trays, platforms, stools, and 
special tables used for handling, storing, 
and transporting materials and produc¬ 
tion components and usually scrapped 
at the end of supply contracts are not 
considered capital facilities and are not 
provided under facilities contracts or 
leases. 

(4) Production tooling. Special tool¬ 
ing and special inspection gages will not 
be provided under facilities contracts. 
Production tooling will include tooling 
equipment and inspection gages designed 
for and limited to use in production of 
the particular production contracted 
for. Examples are templates. Jigs, pat¬ 
terns, fixtures, and punching, forming 
and drawing dies and tools. Such q»sta 
must be absorbed in price of product, if 
applicable, negotiated with the appro¬ 
priate contracting officer or the subcon¬ 
tractor's prime contractor. 

*5) Standard inspection equipment. 
Standard Inspection equipment and 
hand gages will not be provided under 
facilities contracts when items or sets 
are usable in the contractor's regular 
nonmilitary commercial manufacture, 

(6» Personal equipment. Personal 
equipment such as flight clothing, para¬ 
chutes. life vests, uniforms, shoes, hel¬ 
mets. goggles, and microphones will not 
be provided under facilities contracts. 

(7) Property $500 or less. Items of 
property with a unit price of $500 or less, 
or with a normal life of less than 4 years 
on a 2-shift. 5-day-week basis, will not 
be acquired under facilities contracts. 
Capital items costing $500 or less will not 
be acquired under supply contracts. 
Examples of the above are: portable 
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power and hand tools and standard In¬ 
spection, laboratory, hospital, office, and 
cafeteria equipment. Deviations to this 
policy will be considered only where it is 
clearly demonstrated that: (i) procure¬ 
ment by the contractor is not economi¬ 
cally feasible due to the nature of the 
procurement, or (ii> procurement by the 
Government would be in the best inter¬ 
ests of the Government. 

(1) Rearrangement and reconversion. 
Cost of rearrangement or relocations of 
facilities within any plant will not be 
allowed as a facilities cost but will be 
considered as a preproduction cost or as 
normal overhead. Cost of reconverting 
contractors' facilities to peacetime pro¬ 
duction including rehabilitation of 
buildings will not be paid for under 
facilities contracts. 

<m) Diversion. If program changes 
or availability of equipment in AF equip¬ 
ment reserves necessitates diversion of 
machinery and equipment on hand, or 
on order, to another contractor, work, 
up to the point of actual installation by 
the receiving contractor, will be accom¬ 
plished. and allowable costs therefor will 
be reimbursed, under the terms of the 
losing contractor's facilities contract, 
and existing purchase orders thereunder, 
unless authority is granted to supersede 
the existing purchase order by one issued 
by the requiring contractor. 

<n) Bailment . Facilities will not be 
furnished under bailment contracts. 

<o> Replacement of contractor equip¬ 
ment. No Government-owned machin¬ 
ery or equipment will be used to replace 
any privately owned machinery or 
equipment that is currently used on de¬ 
fense production or research and de¬ 
velopment contract. If the*. privately 
owned machinery or equipment Is in 
suitable condition to perform satisfac¬ 
torily the operations allotted it. Such 
privately owned facilities are to be kept 
on regularly scheduled production or 
research and development contracts. 

(p) Government hills of lading. Fa¬ 
cilities acquired under facilities con¬ 
tracts will be shipped on Government 
bills of lading where the Government 
takes title at the point of origin of ship¬ 
ment. Such facilities, to which the Gov¬ 
ernment has taken title, will not be 
shipped on commercial bills of lading 
collect, or otherwise for conversion, un¬ 
less specifically authorized by the trans¬ 
portation officcr-in-chargc. commercial 
traffic office air procurement district. 

<q» Facilities cognizance and respon¬ 
sibility, In plnnts assigned to the Air 
Force for procurement responsibility, the 
Air Force will be responsible for admin¬ 
istration, accounting, and any expansion 
of production facilities. In those plants 
assigned to other departments which re¬ 
quire expansion due to AP production 
requirements, the Air Force will make 
funds available to the other department 
upon request for the AF proportionate 
share of each facility contract and vice 
versa in AF assigned plants expanded 
for requirements of other departments. 
In plants where procurement responsi¬ 
bility and mobilization and production 
planning responsibilities are not as¬ 
signed. expansion will be financed and 
administered under a facilities contract 


or lease with the requiring department, 
unless the contractor has an existing 
facilities contract or lease with another 
department, in which case the facilities 
will be provided and administered there¬ 
under by the other department. Each 
department will provide, administer, and 
account for facilities used solely in con¬ 
nection with its research, development 
experimental, and overhaul contracts 
which it Issues and fully administers. 
Exceptions to the above will be made 
only by agreement between the depart¬ 
ments concerned. 

(r> Who may issue facilities con¬ 
tracts. Facilities contracts covering AF 
industrial facilities expansions within 
the Continental United States will be 
issued only by Hq AMC. 

t 1013.102-50 Bailments. Govern¬ 
ment property may be bailed to AF con¬ 
tractors for some specific purpose m 
connection with a prime AF contract 
when it has been determined that: the 
bailment is necessary in the Interest of 
national defense, it will not adversely 
affect the competitive aspect of procure¬ 
ment, and the property is not available 
to the contractor in the open market 
within the time requirements of the Air 
Force. 

Non: Reference (111), above. It U recog¬ 
nized that sonic exception* to this policy 
will be in the beat Interest* of the Govern¬ 
ment. particularly In the case of contract* 
with universities because contractors of this 
nature do not have Item* of material nor¬ 
mally considered as contractor owned and 
maintained by industrial firm*. Accord¬ 
ingly. exceptions on an Individual case basis 
may be authorized by Hq AMC. or Hq AH DC, 
as appropriate. 

(a) Master bailment agreements, 
bailment agreements, and amendments 
thereto will be used to accomplish such 
bailments, except as follows: 

(1) ARDC may furnish Government 
property, except aircraft and aircraft 
engines, to nonprofit research and 
development organizations under the 
provisions of nonprofit research and de¬ 
velopment contracts. 

• (2) Ofl-shox*e procurement activities 
may furnish Government property to 
AF contractors under the provisions of 
supplies or services contracts. 

<b> Bailment of Government prop¬ 
erty will also be subject to the following 
conditions: 

(1) Bailment agreements will not be 
Issued unless the prime contract includes 
a provision therefor. 

(2i Bailment of Government property 
to AF contractors will be kept to an ab¬ 
solute minimum, consistent with the best 
interest of the Government. 

(3) Government property may only be 
bailed according to procedures pre¬ 
scribed herein, and will not be issued to 
a contractor by hand receipt or otbef 
informal means. 

(4) Government property will not be 
bailed to a subcontractor but may be 
bailed to the prime contractor for use 
by its subcontractor, provided the re¬ 
sponsibility of the prime contractor i* 
not lessened. 

(5) Aircraft will be bailed under ap¬ 
propriate bailment agreement. Aircraft 
assigned for the purposes of code C'W 
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only. »J11 not bo bailed but will be fur¬ 
nished under the supply or services 

contract. 

<6) Government property will not be 
baited for the purpose of being Incorpo¬ 
rated in the end article, for the repair 
or maintenance of balled aircraft (ex¬ 
cept special aircraft and engine mainte¬ 
nance tools necessary to accomplish the 
maintenance to be performed by the 
contractor under the terms of master 
bailment agreement), or to be expended 
or lose its identity in the performance 
of a contract. 

<7> Except as provided for aircraft in 
subparagraph (5) of this paragraph. 
Government property will not be bailed 
for the purpose of its maintenance, re¬ 
pair, overhaul, or modification regardless 
of whether: the contractor is required 
to perform ground and/or flight or other 
functional tests to prove such mainte¬ 
nance, repair, overhaul, or modification, 
and such property is currently being 
produced or is already delivered to the 
Government. This does not prohibit the 
furnishing of the property as GFP under 
the prime contract. 

(8; Government property will not be 
bailed for the purpose of installing ad¬ 
ditional equipment in such property. 
This does not prohibit the bailment of 
property for the purpose of testing the 
equipment already installed, or equip¬ 
ment to be installed solely for research 
and development purposes. 

<9> Facilities as defined in 5 13.101-6 
of this title will not be bailed. 

<10 > Generally, special tooling, as de¬ 
fined in 113.101-5 of this title, will not 
be bailed. 

(c) Contracting officers of AMC field 
procurement activities may enter into 
and execute bailment agreements, and 
amendments thereto for the loan of Gov¬ 
ernment property, except complete air¬ 
craft, to AF contractors. 

11013.102-51 Emergency assistance 
to civil aircraft and military contract 
carriers. Sections 6 <c> and id). Air 
Commerce Act of 1926. approved May 20. 
1926 <44 SUt. 571; 49 U. 8. C. 175) pro¬ 
vides tiie following authority: 

Air navigation facilities owned or operated 
by the United States shall be available for 
public use under such conditions and to 
such extent as the head of the department 
or other Independent establishment having 
JuriBdlctlon thereof deems advisable and may 
®y regulation prescribe. 

The head of any Government department 
or other Independent establlahment having 
jurisdiction over any airport or emergency 
jjndm* neld owned or operated by the 
united Suites mny provide for the sale to 
any aircraft of fuel, oil. equipment, and sup¬ 
plies. ami the furnishing to It of mechanical 
•ertice. temporary shelter, and other aaslst- 
anct under such regulations ss the head of 
«• department or establishment may pre- 
•cmt. but only if such action ks by reason 
“ 1m «n*rgeacy necessary to the conttnu- 
anc« of such aircraft on its course to the 
ftirport operated by private enterprise. 

<*> Commanders of AF bases may 
approve the bailment of aircraft en¬ 
sures) to the owner or operator of a civil 
aircraft, if the owner or operator exe¬ 
cutes AP Form 180. "Hold Harmless 

r^ Craent ’ and a bailment agreement 

and* 


(1) The aircraft is grounded due to 
loss or failure of an aircraft engine(s). 

(2) A replacement engine is available. 
Military requirements must not be 
sacrificed. 

(b) Commanders of AF bases mar ap¬ 
prove bailment of aircraft engine (s) 
and/or major components to the owner 
or operator of a military contract carrier 
if the conditions set forth in $ 1013.102- 
51 (a) are met, and subject to the fol¬ 
lowing exceptions: 

(1) The aircraft must be operated as 
a military contract carrier. 

(2) A major component will have a 
value in excess of $300, to be balled, and 
will be: 

(1) Available at the AF base 

(U) Necessary for the safe return of 
the aircraft to its nearest operating base. 

SUBPART B—MATERIAL 

5 1013.200 Scope of subpart . Special 
nuclear material furnished as Govern¬ 
ment property will not be deemed con¬ 
trolled by the use of such terms as 
••standard commercial or industrial 
practices'* in the contract. Separate and 
detailed control procedures will be devel¬ 
oped by the contractor for such property 
and will be consistent with the require¬ 
ments of the Air Force and the Atomic 
Energy Commission with respect to con¬ 
trols for health, safety, security, and 
accountability. 

SUBPART D—INDUSTRIAL FACILITIES 

i 1013.401 Award of procurement con - 
tracts.—Procurement contracts requiring 
the provision of additional facilities un¬ 
der separate facilities contracts. When 
a procurement contract, supplement, or 
change is negotiated on the basts that 
additional facilities will be provided to 
the contractor under a separate facilities 
contract (either directly by the Govern¬ 
ment or by contractor acquisition at Gov¬ 
ernment expense), the following clause 
will be inserted into the procurement 
contract: 

It U recognised that the contractor has re¬ 
quested the Government to provide the con¬ 
tractor with industrial facilities more fully 
described below, at an estimated cost or 
t-- far the performance of this con¬ 

tract. If such facilities are provided they 
may be used for tbe performance of tills con¬ 
tract on a no-charge basis. It Is agreed that, 
if such facilities are not provided in a timely 
manner, an equitable adjustment may be 
made in the terms and conditions of this 
contract. 

f 1013.402 Separate facilities con¬ 
tract. Where industrial facilities arc to 
be provided a contractor under the cir¬ 
cumstances set forth In 1 13.402 (a) of 
this title, the supply, service, or research 
and development contract (procure¬ 
ment) will provide as follows: 

(a) Facilities in cost-type procure - 
merit contracts. (1) Where existing 
facilities are to be furnished under the 
terms of a cost-type procurement con¬ 
tract. no separate clauses covering such 
facilities are required. The items of 
facilities will be listed and specified in 
the schedule as Government-furnished 
property. 

(2) Where the acquisition or fabrica¬ 
tion of facilities is authorized in a cost- 
type contract, the following clause will 


be set forth in the schedule. The facili¬ 
ties authorized will be listed following 
the clause, and the maximum cost of 
each set forth. 

FAdunu Acquired oa Fabricated 

Subject to the approval of tbe Contracting 
Officer, the Contractor may acquire or fabri¬ 
cate tbe facilities hereafter listed at costa 
not to exceed those specified. Coats In¬ 
curred therefor, if not in excess of thoae 
specified in the following list. wiU be allow¬ 
able co6ta. but no fee will be paid thereon. 
The facilities so acquired or fabricated shall 
be considered Government property and 
subject to the provisions of the Government 
property clause of this contract. 

(b) Facilities in fixed-price procure¬ 
ment contracts , (l) Where existing 

facilities are to be furnished under the 
terms of a fixed-price contract, no sepa¬ 
rate clauses covering such facilities are 
required. The items of facilities will be 
listed in the schedule ns Government- 
furnished property. 

(2) Where the acquisition or fabrica¬ 
tion of facilities is authorized in a fixed- 
price contract: 

(I) The general provisions of the con¬ 
tract will be designated “Section I." and 
the following clause will be set forth in 
the schedule. The facilities authorized 
will be listed following the clause and the 
maximum cost of each set forth. 

Faciutiu Acquired or Fabrjcattd 

Subject to the approval of the Contracting 
Officer, the Contractor may acquire or fabri¬ 
cate the facllltlea hereafter luted at coat* 
not to exceed the costa specified In that list. 
The Contractor shall be reimbursed for costa 
incurred therefor In accordance with the 
Oencral Provision hereof entitled "Reim¬ 
bursement.** Such facllltlea and tbe acquisi¬ 
tion or fabrication thereof shall be subject to 
the provisions of both Section 1 and Section 
II of General Provisions of this contract, tn 
the event of any Inconsistency between Sec¬ 
tion I and Section II. the provision of Section 
II will be controlling with respect to facilities. 
Upon acquisition or fabrication the facilities 
shall be considered Government-furnished 
property and subject to the Government-Fur¬ 
nished Property clause of thU contract. 

(li) In addition to the clause set forth 
in subdivision (i) of this subparagraph, 
the following wiU be included in the con¬ 
tract as General Provisions. Section II: 

GxrcxRAt* Provisions. Soction n. ArrucABLi 

Onlt to Facxlxtixs Acquired os Pauricatid 

II* l Reimbursement. 

(a) Upon inspection and acceptance by the 
Contracting Officer of the facilities specified 
In the Schedule, the Government will pay 
to the Contractor the costa thereof as de¬ 
termined In accordance with Porta 2 and 0, 
Section XV, of the Armed Services Procure¬ 
ment Regulation for items other than con¬ 
struction and in accordance with Parts 4 
and 0 of said 8cctlon XV for items of con¬ 
struction, if any. 

(b> Once each month (or at more frequent 
Intervals If approved by the Contracting 
Officer) the Contractor may submit to in 
authorized representative of the Contracting 
Officer, in such form and reasonable detail as 
such representative may require, an Invoice 
or public voucher supported by a statement 
of cost Incurred by the Contractor In the 
performance of this contract and claimed to 
constitute AUowable Coat. As promptly as 
may be practical after receipt of each invoice 
or voucher and statement of cost, the Gov¬ 
ernment shall, except as hereinafter provided, 
make payment thereon as approved by the 
Contracting Officer. Such payment may In- 
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elude progress payment* made to subcon- 
tractor* or supplier* for machine tool* and 
construction project* ordered hereunder In 
those cases where the subcontractor or sup¬ 
plier requires progress payments therefor 
and the subcontract or purchase agreement 
therefor contains a progress payments clause 
approved In writing by the Contracting 
Officer. At any time or times prior to final 
payment under this contract the Contracting 
Officer may cause to be made such audit of 
the Invoices or vouchers and statements of 
cost as shall be deemed necessary. Each pay¬ 
ment theretofore mode shall be subject to 
reduction to the extent of amounts Included 
in the relative invoice or voucher and state¬ 
ment of cost which are found by tho Con¬ 
tracting Officer on the basis of such audit 
not to constitute Allowable Cost, and shall 
also be subject to reduction for overpay¬ 
ments or to Increase for underpayments oa 
preceding Invoices or vouchers. 

(C) In securing all facilities, parts, ma¬ 
terials. and services required from sources 
other than the Contractor, the Contractor 
shall obtain competition to the maximum 
practical extent and shall take advantage of 
the most advantageous prices with due re¬ 
gard to securing adequately prompt delivery 
of satisfactory facilities, parts, materials, and 
service*. 

(cl) The Contractor represent* that the 
costa to be incurred and for which It will be 
reimbursed under this clauso are not and 
will not be Included as an element of cost 
under any other provision of this contract or 
any other contract with tho Govern men t or 
suppliers of the Government, and do not in¬ 
clude any allowance for profit or fee. 

II-2 Overtime and premium wage com¬ 
pensation : inurrt the clause set forth in 
AFPI 7-4031 (b) <32 CFR 1007.4031 (b)). 

11-3 Subcontracts: Insert the clause set 
forth (ft AFPI 7-2703JI (32 CFR 1007.2703- 
H). 

II~4 Records: Insert the clausa set forth 
in AS PR 7-203.7 (32 CFR 7.208-7). 

II-S Title: 

Title to all property purchased by the Con¬ 
tractor. for the cost of which the Contractor 
is entitled to bo reimbursed as a direct item 
of cost under this contract, shall pass to and 
vest in the Government upon delivery of 
such property by the vendor. Title to other 
property, the cost of which Is reimbursable 
to the Contractor under this contract, ahall 
pass to and vest In the Government upon (1) 
Issuance for use of such property In the per¬ 
formance of this contract, or <tl) commence¬ 
ment of processing or use of such property 
In the performance of this contract, or (111) 
reimbursement of the cost thereof by the 
Government, whichever first occurs. 

<c) If the contract docs not contain 
the Patent Indemnity clause. 5 9.103 of 
this title, and acquisition or fabrication 
of facilities is authorised, that clause will 
be Inserted designated paragraph (a), 
and the paragraphs (b) and (c> set forth 
in 5 1007.2704-2 of tills chapter will be 
added thereto: If under the circum¬ 
stances set forth in paragraph (a) (2) 
of this section, the clause will be made 
applicable only to the facilities, or if un¬ 
der the circumstances set forth in para¬ 
graph <b> <2> of this section, the clause 
will be added to the General Provisions, 
Section II. 

<d* If the contract does not contain 
Patent Rights clause, ft 9.107-1 of this 
title, and the facilities authorized in¬ 
volve research or development in design, 
manufacture, or modification, If under 
the circumstances set forth in paragraph 
(a» (2 ) of this section the clause will be 
added and made applicable only to the 
facilities, or if under the circumstances 
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set forth in paragraph (b) (2) of this 
section, the clause will be added to Gen¬ 
eral Provisions, Section IL 

<e> If the facilities being authorized 
involve construction, as defined in 
1 12.402 of this title, the clause set forth 
in 5 1007.2704-1 of this chapter will be 
added: if under the circumstances set 
forth in paragraph (a) (2) of this sec¬ 
tion, and made applicable only to the 
facilities being constructed, or If under 
the circumstances set forth in paragraph 
<b> <2> of this section, to General Pro¬ 
visions, Section II. 

(f> When industrial facilities are to 
be both furnished and authorized for 
acquisition or fabrication in: the same 
cost-type contract, th& provisions in 
paragraphs (a) (1), (a) <4). (c). (d> and 
id of this section will be followed or in 
the same fixed-price contract the provi¬ 
sions In paragraphs (b) (1). (b) (2). (c). 
<d>, and (e> of this section will be 
followed. 

9 1013.403 Single facilities contract. 
(a) Facilities may be provided under one 
facilities contract for two or more plants 
of a contractor, provided that such 
plants are under the jurisdiction of the 
same APD or AFPRO and are sufficiently 
close geographically to permit adminis¬ 
tration of the contract by one contract¬ 
ing officer without delegation of second¬ 
ary administration. Faculties at widely 
separated locations may only be provided 
under a single facilities contract when 
Hq AMC determines that separate fa¬ 
cilities contracts are Impracticable. 

<b> Facilities for one plant or con¬ 
tiguous plants of a contractor will be 
provided under only one facilities con¬ 
tract. Two or more facilities contracts 
for one plant or contiguous plants of a 
contractor may only be Issued when Hq 
AMC determines that the use of one fa¬ 
cilities contract is impracticable. 

(c> Separate divisions of a single cor¬ 
poration will be deemed to be separate 
contractors if such divisions are nor¬ 
mally represented by separate business 
offices for the purpose of contract negoti¬ 
ation and administration. 

<d) The rules limiting facilities con¬ 
tracts to one contract per location do not 
prohibit the issuance of a facilities lease 
agreement covering leased facilities at 
the same location. However, in many 
cases it will be practicable and appro¬ 
priate to cover the new facilities under 
an amendment to the existing facilities 
contract, thereby eliminating the neces¬ 
sity for a separate lease. The issuance 
of such lease agreements will be subject 
to policies and procedures set forth in 
Subpart DD of this part. 

§ 1013.406 Nonseverablc industrial fa¬ 
cilities. <a> A facility will be considered 
•'nonseverable” when loss of value to 
It plus damage to the premises where 
Installed, may. upon removal, reasonably 
be anticipated to exceed 50 percent of 
the instaUcd cost of the facility item. 

<b> Land 1 b considered “controlled*’ 
by the Government when: The Govern¬ 
ment has the right at nominal or no 
cost to the exclusive use of the land dur¬ 
ing the reasonably anticipated useful 
life of the facility involved, or when the 
land owner has signed a Him contract 


to convey the land upon terms accept¬ 
able to the Government and such owner 
is sufficiently sound financially to guar¬ 
antee such conveyance. The locating of 
faculties on land not actually owned by 
the Government Is undesirable in the 
normal case and will not be permitted 
except when absolutely necessary. 

(c) The estimated useful life of gen¬ 
eral purpose nonsevernblcs will be in¬ 
terpreted os the useful physical life of 
the item involved, regardless of whether 
the contractor knows of any further re¬ 
quirements for such item. For special 
purpose nonsevernbles. I. e., the use of 
which without substantial modification 
or alteration is limited to the production 
for the Government of particular sup¬ 
plies or the performance of particular 
services for which provided, the esti¬ 
mated useful life will be interpreted as 
the estimated duration of the supply or 
service program involved. 

? 1013.406-1 Sondisposable nonsatr - 
able facilities. Depreciation rates for 
use In buy-back agreements of nonsever- 
ablc facilities according to § 13.406-1 (a) 
of this title will not be in excess of 
norma! depreciation rates for Federal 
Income Tax purposes unless specifically 
authorized. Such buy-back agreements 
will provide for a residual value of the 
facilities at not less than 20 percent of 
the original installed cost of the Item. 

$ 1013.406-2 Abandonment of facili¬ 
ties and restoration of premises . In any 
case where the land owner refuses to 
grant to the Government the right to 
abandon nonseverable facilities without 
restoration or rehabilitation of the prem¬ 
ises. such provisions as are possible to 
protect the Government's Interest will be 
negotiated and submitted for approval 

f 1013.407 Right of contractor to use. 
(a) No-chftrge use of facilities Is appli¬ 
cable to subcontractors and suppliers 
well as prime procurement contractors. 

<b> Facilities may be furnished to 
prime contractors and subcontractors 
(including suppliers) under a facilities 
contract containing a clause which per¬ 
mits the use of sufch facilities on a charge 
or no-charge basis, depending on the 
terms of the prime procurement contract 
concerned. Thus, if the price or fee of 
the prime procurement contract is con¬ 
tingent on the use of such facilities with¬ 
out ch&rgc, the facilities may be made 
available to the prime contractor on that 
basis. Where such facilities are fur¬ 
nished to a subcontractor or supplier, 
the use of such facilities on a no-charge 
basis is predicated on the authorization 

for such use contained in the prime pro¬ 
curement contract and the negotiation of 
the subcontract or purchase order on 
the basis of such authorization. The 
purpose and effect of these provisions 
will be to permit the buyenfor the prime 
procurement contract to control the use 
of the property on a charge basis and on 
a no-charge basis, respectively. 

(c) The buyer for the prime procure¬ 
ment contract will be responsible for ob¬ 
taining adequate consideration for the 
no-charge use of facilities by the uiinf 
contractors or subcontractors (including 
suppliers) and also for Insuring that the 
using contractors or subcontractors in- 
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eluding suppliers) are not accorded un¬ 
due competitive advantage by such use. 

td> The responsibility for proper use 
by a contractor of new facilities rests 
with the administrative contracting offi¬ 
cer of the facilities contract. In the de¬ 
termination of whether a no-charge use 
of facilities will be authorized. consider¬ 
ation will be given to the practicability 
of the administrative burden on the ad¬ 
ministrative contracting officer in polic¬ 
ing such contracts and subcontracts. 

re) A rental charge for the use of fa¬ 
cilities will normally be made at the per 
annum rates based on acquisition cost 
set forth in 8 1013.102-3. 

it) Request for audit review by the 
Auditor Qeneral of the contractor’s 
rental or usage reports are permissible. 
Such request will be made by the ad¬ 
ministrative contracting officer where he 
deems verification of the contractor's 
supporting records are necessary to sub¬ 
stantiate the reasonableness of the con¬ 
tractor's report. 

fi 1013.413 Termination of facilities 
contracts . Whenever practicable, fa¬ 
cilities contracts will be closed out by 
property disposal actions under the con¬ 
tinuing Plant Clearance-clause of the 
contracts. When all property Is thus 
disposed of and all other known claims 
under the contracts are settled, the ad¬ 
ministrative contracting officer will en¬ 
deavor to obtain a release of the type 
described in § 16.812 of this title. 


SUIPAST E—CONTRACT CLAUSES 


5 1013 504 Special tooling clause for 
fixed-price contracts, (a) The provi¬ 
sions of the Special Tooling clause set 
forth in 8 13.504 of this title are that 
special tooling acquired or manufac¬ 
tured by the contractor for use in the 
performance of the contract, and re¬ 
placements thereof, will be contractor- 
owned until such time as the contract¬ 
ing officer exercises the Government's 
option and directs transfer of title 
thereto. Prior to this, and as a mini¬ 
mum. the contractor is obligated to ap¬ 
propriately identify the special tooling 
and to follow its normal Industrial prac¬ 
tice In maintaining property control 
records, making such records available 
to Government representatives for In¬ 
spection at all reasonable times. 


<1) The provisions of 8 30.2 of thli 
title do not apply during the period thai 
the special tooling is contractor-ownec 
and a property administrator will not b< 
assigned to contracts solely on the bash 
of the Special Tooling clause. However 
tipon transfer of title to the Oovernmeni 
the tooling does become subject to th< 
provisions of 8 30.2 of this title; a prop 
erty administrator will be assigned, anc 
Ifm or a totoraent by the contracts 
TJJJ ** according to appropriate pro- 
ceaures. Provision that the contracts 
io.iow Its normal Industrial practice ir 
maintaining property control records l 
jjot considered license for the mainte 
ance of incomplete, inaccurate, or in- 
aaequate records under the guise of nor 
“uuity. industrial practice Is consid 

df^r!°. < Ie ^ u l rc r * cord of the quantity 
tocrtpUon,_ iocgtjon and condition o 
,J ?7 . tooling acquired or manufac 
lured for use under the contract. 1 
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the contracting officer deems it neces¬ 
sary to ascertain the adequacy of the 
contractor's records the technical ad¬ 
vice of the property administrator, 
assigned to contracts with the same or 
nearby contractors, may be requested. 

<2) It is anticipated that the contrac¬ 
tor will advise the administrative 
contracting officer when: (i) Any sub¬ 
stantial portion of usable tooling is no 
longer required for the performance of 
the contract. <ii) changes in design or 
specifications take place which effect the 
interchangeability of parts, and (Ui> the 
contract is terminated or completed, 
furnishing a listing of the parts, prod¬ 
ucts. or services for which the tooling 
was designed to manufacture or perform. 
Upon receipt of the listing, the adminis¬ 
trative contracting officer will obtain 
information through the buying organi¬ 
zation. if not already known, whether 
anticipated requirements exist to war¬ 
rant exercise of the Government option 
to take title to the tooling. If it Is de¬ 
termined that title to the special tooling 
should pass to the Government, the ad¬ 
ministrative contracting officer will noti¬ 
fy the contractor and include the follow¬ 
ing: (i) Specify the particular products, 
parts, or services for which title to tool¬ 
ing should transfer. <ii) action required 
with regard to the storage, use. or ship¬ 
ment of *he tooling involved, and (lit) 
disposition instructions for the re¬ 
mainder. 

(3) A listing of the products, parts, 
or services to be manufactured or per¬ 
formed will be sufficient to permit the 
determination for disposition of such 
special tooling. Accordingly, the con¬ 
tract clause establishes this as a mini¬ 
mum requirement. However, to properly 
record a transfer of title for specific 
items of value to the protection of the 
interests of both parties, a listing of 
tooling must be obtained in such detail 
as would serve as a basis for the estab¬ 
lishment of records of Government 
property. 

<b) The following clause may be used 
whenever the special tooling is described 
as an end item in the contract for ad¬ 
ministrative convenience in pricing and 
payment, but delivery to the Air Force 
for use by the Air Force is not intended; 

Srscut. Tooling 

<*) Same as ASPR 13-504 (a) (32 CFR 

13.504 (A)). 

< b) S.ime as ASPR 13-504 (b) (32 CFR 

13.504 ib)). 

(c) Same as ASPR 13-504 (c) (33 CFR 
13.504 (C)). 

<d) Same as ASPR 13 504 (d) (32 CER 
13 504 (d)). 

(e) Same as ASPR 13-504 (e) (32 CFR 

13.504 <e)). 

(f) Within 90 days after receipt of any 
list or notice under (c) or (d) above, or 
such further period as may be agreed upon 
by the parties, the Contracting Officer shaU 
furnish to the Contractor: (1) n list specify¬ 
ing the particular products, parts, or serv¬ 
ices for which the Government may require 
special tooling, with a request that the Con¬ 
tractor deliver to the Government all usable 
Items of special tooling whtch were used or 
designed for the manufacture or performance 
of any designated portion of such products, 
parts, or service, and which were on hand 
when production of such products or parts, 
or performance of such services, ceased; or 


(11) so acceptance or rejection of any offer 
made by the Contractor under <«) above, or 
a request for further negotiation relating 
thereto: or (1U) subject to tbs provisions of 
(J) below, a direction to the Contractor to 
sell, or to dispose of as scrap, for the account 
of the Government, any or ail the special 
tooling covered by such list; or (iv) a state¬ 
ment with respect to sny or all the special 
tooling covered by such list that the Gov¬ 
ernment has no further interest therein and 
waives lu rights therein; or (v) any com¬ 
bination of the foregoing, as the circum¬ 
stances warrant. The Contractor shall 
promptly comply with any request by the 
Contracting Officer under this paragraph to 
deliver any items or special tooling, and 
shall, subject to the provisions of (j) below. 
< 1) Immediately prepare such Items for ship¬ 
ment by proper packaging, packing, and 
marking, in accordance with any instructions 
which may be tamed by the Contracting 
Officer, and shall promptly deliver such 
Items to the Government, as directed by the 
Contracting Officer, or (2) if a storage agree¬ 
ment has been entered Into, prepare such 
Items for storage In accordance therewith, 
as directed by the Contracting Officer. Any 
Items of special tooling so delivered or stored 
shall be accompanied by operation sheets 
or other appropriate data necessary to show 
the manufacturing operations or processes 
for which such items were used or designed. 
If the Contracting Officer has requested fur¬ 
ther negotiations under (11) above, the Con¬ 
tractor agrees that it will enter Into such 
negotiations In good faith with the Con¬ 
tracting Officer. Any items of speciat tool¬ 
ing which are not disposed of by delivery to 
the Government under this paragraph, or by 
acceptance of an offer of the Contractor 
made under (e) above, or of such offer os 
modified In the course of negotiations, shall 
be disposed of in the manner set forth in 
(ill) or (iv) of this paragraph. 

(g) Same m ASPR 13-504 (g) (32 CFR 

13.504 (g)). 

(h) Same as ASPR 13-504 (h) (32 CFR 
13 504 (h)). 

<i) Same as ASPR 13-504 (1) (32 CFR 

13.504 (I)). 

(j) Same as ASPR 13-504 (j) (32 CFR 
13504 (j)). 

(k) Same as the second alternative para¬ 
graph (k) of ASPR 13-504 (32 CFR 13.504), 

(l) Title to ail special tooling shall pass 
to and vest in the Government upon acqui¬ 
sition thereof by the Contractor: Provided, 
however. That the Contractor's obligations, 
the Government's rights, and property con¬ 
trol procedures relating thereto shall apply 
as set forth in this clause. The provisions 
of this contract relating to "Liability for 
Government-Furnished Property." and any 
other provisions of this contract defining 
liability for Government property shall be 
Inapplicable to property to which the Gov¬ 
ernment shall have acquired title solely by 
virtue of the provisions of this paragraph. 
The provisions of this paragraph shall not 
relieve the Contractor from any risk of loss, 
or destruction, or damage to property, tttlo 
to which vests in the Government under 
the provisions hereof, or be construed as 
enlarging upon the Contractor's obligations 
as specified in this clause. 

<c> Contracts which contain the 
clause provided by 8 13.504 of this title 
may be amended in the above manner 
to provide that title to the tooling will 
vest in the Government immediately, 
when it is deemed necessary for admin¬ 
istrative reasons to establish the Gov¬ 
ernment as owner of the tooling, prior to 
the occurrence of any of the events set 
forth in 8 13.504 (c) or (d> of this title. 

8 1013.550 Bailment clauses. The fol¬ 
lowing general provisions with respect 
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to prime contract clauses will be used 
In connection with bailment of Govern¬ 
ment property to a contractor. 

(a) Normally, no reference will be 
made In contracts to the bailment of 
property unless bailment Is contemplated 
and the property Is specifically listed in 
the prime or letter contract. In these 
instances where bailment is contem¬ 
plated. the following clause is authorized 
for use: 

It Is contemplated by the parties hereto 
that the Government will ball (in addition 
to any property listed in this contract as 
to be -furnished M by the Government) to 
the Contractor the Items listed below for 
use In connection with the performance of 
this contract, and that an appropriate writ¬ 
ten agreement of bailment wUl be entered 
into by and between the parties hereto for 
that purpose. In the event of delay or 
failure of the Government to ball such prop¬ 
erty. as aforesaid, tbe provisions or the 
clause of this contract entitled “Govern¬ 
ment-Furnished Property'* or “Government 
Property” relating to failure or delay to the 
furnishing of property. ahaU be applicable. 
(List categories.) 

<b> Where it is difficult to anticipate 
the bailment requirements at the time 
of execution of the prime contract, the 
following alternate clause is authorized 
for use: 

It is anticipated that the Government may 
ball to the Contractor such Government 
property of the categories specified herein as 
may from time to time be deemed by the 
Contracting Officer to be necessary in the In¬ 
terest of the Government to so furnish, pro¬ 
vided. however, the effect of such bailment 
upon the contract price (or In the case of 
cost-plus-fixed-fee (CPPP) contracts, “fixed 
fee”) shall bo reflected by adjusting the 
contract price In accordance with the pro¬ 
cedures set forth In the Changes clause of 
this contract, and the contract amended ac¬ 
cordingly by supplemental agreement or 
change order prior to the payment of Con¬ 
tractor’s final invoice under this contract. 
Any property baUed pursuant to this para¬ 
graph shall be made available to the Con¬ 
tractor only under the provisions of a 
separate bailment agreement or agreements 
and this contract shall not be construed as 
affecting or committing the Government to 
the bailmcut of such property. (List cate¬ 
gories ) 

(c) Where it is difficult to anticipate 
the bailment requirements at the time of 
the execution of the letter contract, the 
following alternate clause Is authorized 
for use: 

It to anticipated that the Government may 
ball to the Contractor such Items of Govern¬ 
ment property specified herein as may from 
time to time be deemed by the Contracting 
Officer to be necessary in the interest of the 
Government to so furnish, provided, however, 
the effect of such bailment shall be consid¬ 
ered in any adjustments In amounts finally 
payable to the Contractor at the time of set¬ 
tlement of Contractor’s termination claim or 
taken into account at the time of execution 
of the definitive contract contemplated 
hereby. Any property balled pursuant to 
this paragraph shall be made available to the 
Contractor only under the provisions of a 
separate bailment agreement or agreements 
and this contract shall not be construed as 
effecting or committing the Government to 
the bailment of such property. (List cate¬ 
gories.) 

<d> Provision. 1 * for reimbursing the 
contractor lor costs incurred in connec- 
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tlon with bailed property during the 
period of bailment, including but not 
limited to transportation costs, furnish¬ 
ing fuel, lubricants, and coolants for air¬ 
craft. are matters requiring coverage in 
the prime contract prior to final payment 
and will not be included In the bailment 
agreement. 

5 1013.552 Property records clause. 
The following clause will be used in all 
contracts involving Government prop¬ 
erty where it has been determined that 
the Government will maintain the official 
contract records of Government prop¬ 
erty. If the determination is made be¬ 
fore the contract is deflnitlzed, the clause 
will be included in the contract. If the 
determination is not made until after the 
contract is in effect, it will be added to 
the contract by the supplemental agree¬ 
ment. 

Property Record* 

The Government for tta own convenience 
has determined that the official contract 
records in connection with Government 
property subject to this contract shall be 
maintained by the Government. The Gov¬ 
ernment-furnished Property clause (or in 
coat-reimbursement type contracts, the Gov¬ 
ernment Property clause) of this contract is 
hereby modified by deleting so much thorcor 
as requires that the contractor maintain such 
records. 

1 1013.553 Special nuclear material. 
When special nuclear materials or In¬ 
struments incorporating special nuclear 
material are furnished to a contractor 
as Government property, the following 
clause will be incorporated in the con¬ 
tract, in addition to the clause prescribed 
by f* 13.502, 13.503, 13.505, or 13.506 of 
this title: 

The contractor agrees to receive, use. han¬ 
dle, return or dispose of. any Special Nuclear 
Material, or Instruments Incorporating Spe¬ 
cial Nuclear Material, furnished under this 
contract In accordance with separate pro¬ 
cedures for the control and handling of such 
material. The procedure will include, but 
will not be limited to health, safety, security, 
and accountability, and will be approved by 
the Contracting Officer. Nothing herein con¬ 
tained shall be deemed to alter the con¬ 
tractor’s responsibility with regard to said 
Government property as set forth In the 
General Provision of this contract entitled 
“Government Furnished Property.” The 
Government reserves the right at any time, 
when circumstance* warrant, to withdraw, 
modify or qualify Its approval of such pro¬ 
cedures. and this contract will be equitably 
adjusted to the extent necessitated thereby. 

SUBPART F—US€ OF GOVERNMENT-OWNED 

INDUSTRIAL FACILITIES ON WORK OTHER 

THAN FOR A MILITARY DEPARTMENT 

l 1013.601 Rental. 

i 1013.601-50 Procedure. The follow¬ 
ing steps will be taken in processing con¬ 
tractor requests for lease of Govern¬ 
ment-owned industrial production 
equipment for other than defense 
production. 

ia) Contractor application. To Initi¬ 
ate proposal action, a prospective lessee 
will submit the following information in 
transmittal letter (six copies) to the AF 
plant representative or to the air pro¬ 
curement district that has cognizance 
over the contractor’s home office: 

(1) Name and address of the prospec¬ 
tive lessee. 


(2) If the contractor Is currently en¬ 
gaged in production for the Air Force, a 
list of contract numbers and items. Also 
a list of other military contract numbers 
and items produced within the preceding 
12-month period. 

<3) If the prospective lessee has a de¬ 
fense mobilization assignment, a brief 
explanation of any current defense pro¬ 
duction planning which would require 
utilization of the property in the event 
of an emergency. 

(4) Period of time proposed for the 
lease agreement. (Special justification 
will be required for leases extending be¬ 
yond a 5-year period.) 

(5) Financial or other consideration 
that will be given to the Government for 
use of the production equipment. List¬ 
ing. if any, all production equipment by 
general description that the lessee is to 
maintain in a non-use status as all or 
part of the consideration for use of the 
facilities requested. (Section 13.601 of 
this title and f 1013.102-3 (h) of this 
chapter.) 

(6) Proposed use of the property. 
Statement as to whether the nondiTense 
use will be in connection with a commer¬ 
cial product in a competitive field. 

(7) Statement as to whether the lessee 
will maintain the property in good oper¬ 
ating condition, including the making of 
repairs and replacing of parts, according 
to sound industrial practices. 

(8) Description (in Inclosures) of the 
property being requested for nondefense 
use. 

(9) Indication of any other considera¬ 
tions which are applicable to the pro¬ 
posed lease agreement. 

(b) Review of applications. Upon re¬ 
ceipt of the contractor’s application for 
lease of production equipment for other 
than defense production, the cognizant 
APD or AFPR office will review the ap¬ 
plication to insure the validity of in* 
dividual items. It is important that the 
property be described adequately and 
that information concerning year built, 
cost, and conditions be Identified accur¬ 
ately. Whore historical data is lacking, 
the details of cost and conditions may 
be reasonably appraised and so Indi¬ 
cated. Any discrepancies should be re¬ 
ferred to the contractor with a request 
to adjust the proposal accordingly. 

SUBPART T—BAILMENT 

K 1013.2001 Bailment of Government 
property to contractors, (a) The con¬ 
tractor will be required to take the fol¬ 
lowing actions in all cases where he 
initiates the request for bailment or a 
request for an extension of and. or 
change in purpose of a bailm* 0 * 
agreement: 

(1) Applications for a new f bailment, 
additional property to be bailed, requests 
for authorization to modify balled prop¬ 
erty, or .transfer of bailed property toe 
use in connection with another prim* 
contract will be submitted over the sig¬ 
nature of an officer or employee author¬ 
ized to bind the contractor, setting form 
a description of the property, efforts 
made to obtain the property in the com¬ 
mercial market, use to be made of tb* 
property, period of time for which the 
property will be required, where delivery 
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will be accepted, and a statement to the 
effect that the contractor will accept the 
property subject to the terms of the mas- 
Um bailment agreement and a mutually 
acceptable bailment agreement or 
amendment to bailment agreement. 
Contractor will accomplish this action by 
completing In triplicate AFPI Forms 22 
and 22A. and Part I. AFPI Form 22B. 

<2> The contractor will submit only 
AFPI Form 22B where any of the fol¬ 
lowing changes are considered necessary 
in the performance of the same contract 
under which the property Is already 
bailed: 

it> A request that the period of time 

be extended. 

til) A change in the purpose for which 
the property was originally balled. 

till) Change In the point of return. 

(3) Deliver the completed forms to the 
cognizant AF representative. 

(b) Tire cognizant AF representative 

will— 

(1) Approve all flights of bailed air¬ 
craft prior to takeoff, ascertaining that 
the flight U in conformance with the 
terms of the contract and that none 
other than the crew members and pas¬ 
sengers required to perform the mission 
are aboard the aircraft. Where aircraft 
are remotely located from the office of 
the AF representative, approval may be 
granted in advance for more than one 
flight; however, the AF representative 
will make a spot check on such flights to 
assure that the flights are being con¬ 
ducted for the purpose intended in the 
bailment agreement. As control proce¬ 
dures when hailed aircraft are involved, 
the AP representative may require the 
contractor to: 

(1) Present to the AF representative 
forecasted flight dates for accomplishing 
any given flight program. 

<ii> Present detailed flight plans for 
coordination and approval before each 
actual flight. 

<lii' Prepare alternate flight plans so 
flight time would not be wasted In case 
of failure of individual test flight equip¬ 
ment. 

<iv> Plan for participation of per¬ 
sonnel from other commands, as well as 
AMC and ARDC. 

tv) Submit adequate reports after 
each flight and maintain close surveil¬ 
lance to assure expeditious handling of 
necessary data for AMC and ARDC ♦ap¬ 
propriate ARDC center) approval. 

1 2 > Determine and take the necessary 
action to Insure that the bailed property 
» not used for any other purpose than 
prescribed in the prime contract and the 
tollment agreement, unless otherwise au¬ 
thorized in writing by the AF represent- 
•tlye pursuant to the provisions of the 
bailment agreement. 

<3) in the case of completed aircraft, 
jnwnae to inspect the aircraft before re- 
JJ”* contra ctor and send a cer- 
Uflcate showing* the date the aircraft 
was returned to the Oovemmcnt, includ- 
ng a copy of disposition documents, to 
organization having control of the 
wreraft at the time it was bailed to the 
contractor. 

<A) Insure reimbursement to the Gov¬ 
ernment by the contractor of such llqui- 
, d d »®ases as may be appropriate 
unaer the provisions of the bailment 


agreement which result from failure of 
the contractor to return bailed property 
within a reasonable time after receipt of 
disposition instructions. 

(5) Insure that bailed property is not 
used for any purpose other Minn pre¬ 
scribed in the prime contract and bail¬ 
ment agreement, unless otherwise au¬ 
thorized pursuant to the provisions of the 
bailment agreement The AF repre¬ 
sentative may authorize, bailed property, 
other than aircraft, to be used by the 
contractor for purposes in connection 
with the contract for which the prop¬ 
erty was bailed, or any other AF contract 
with the same contractor, even though 
such purposes are not specifically set 
forth in the bailment agreement. Such 
authorization will be predicated upon 
determination that such use of the prop¬ 
erty will not interfere with the perform¬ 
ance of the contract for which it was 
originally bailed and will not extend the 
period of bailment. 

(6) Under the provisions of the bail¬ 
ment agreement, authorize deviations for 
bailed property to be temporarily re¬ 
called from the contractor at any time 
during the life of the bailment to accom¬ 
plish authorized AF missions by AF per¬ 
sonnel when the bailment agreement 
contains a provision relieving the con¬ 
tractor of the responsibility for the prop¬ 
erty during the time required to com¬ 
plete the mission and until the property 
is returned to the possession of the 
contractor. 

i 1013.2002 Bailment by AF bases of 
aircraft engines or major components to 
civil aircraft or military contract 
carriers. 

§ 1013.2002-1 Bailment agreement to 
be used for the bailment of aircraft en¬ 
gine <s> for use on XJ. S. registered civil 
aircraft grounded at an AF base , 
Bailment Agreement 

AIRCRAFT ENGINE LOAN FOR -UBR ON UNITED 

STATES RJCCISTTXXD CIVIL AIRCRAFT GROUNDED 

AT A U. 8. AIR FORCX RASE AND FOR THE PAY¬ 
MENT THEREOF 


(Date) 

Whereas._-_..._(Airline) of 

__.__i Address} hereafter 

referred to as Bailee. U the__(Owner 

or operator) of the ... (Type) 

civil aircraft. U. S. Registration No._ 

grounded at ...___Air Force Base be¬ 
cause of_(Failure, loss) of 

engined), and 

Whereas, the Bailee, which has executed AF 
Form 180. “Hold Harmless Agreement.'* to 
land at__..._Air Force Base, has re¬ 
quested loon of ___ engine! •) from the 

United States Air Force, hereafter referred 
to an Bailor, and 

Whereas, approval of the Commander__ 

._____(Name of Air Force Base), 

U. S. Air Force, has been obtained for the 
loan to .......... (Airline) of the following 

Air Force engined); 

Manufacturer Type 


Serial Total engine hours 

No. mnee Uut overhaul 


and 


Whereas. It has been determined that the 
loan of auch engine (t) U necessary, by reason 
of an emergency, to the continuance of nich 
aircraft on Its course to the nearest airport 
operated by private enterprtae. as authorized 
by Act May 20. 1820 (44 Slat. 571; 48 U. 8. C. 

n&\: 

Now. therefore. In consideration of the 
promises and the mutual covenants and 
agreements herein contained, and for other 
good and valuable consideration, the partlci 
hereto agree as follows: 

1. a. Bare engines only will be loaned. 

b. No exchange or trade of engines Is In¬ 
volved. 

c. The Bailor neither accepts responsibility, 
nor will It be held liable, for operational fail¬ 
ure of the loaned engine(•). 

d The Bailor neither accepts responsibility, 
nor will It be held liable far the loss or dam¬ 
age of the Bailee’s engine(s) left at the 
Bailor's Installation. 

e. Removal of the Bailee's engine(•) from 
the Bailor’s premises wUl be accomplished 

within a reasonable time, not exceeding_ 

days from date hereof, at no expense to the 
Bailor. 

2. In consideration of the loan of the above 
enumerated englne(s). delivery of which Is 
acknowledged upon signature hereto of u 
duly authorized representative of the Bailee, 
the Bailee promises and agrees: 

a. To pay to the Bailor, for total hours of 
utliiEatlon of the englne(a) at on hourly rate 
based on the Bailor's average engine hour 
maintenance cost far the type and model of 
the loaned engine(s). 

b. To pay to the Bailor all hauling, ship¬ 
ping. and handling costa Incurred in the 
transfer of replacement englne(s) to ........ 

——... Air Force Base, said engine is) to be 
obtained from the nearest Air Force Supply 
Depot and shipped by the least expensive 
mode of transportation commensurate with 

the urgency needs of the__..... Air 

Force Base for such replacement. 

c. To pay to the Bailor all costs involved 
when Air Force personnel are required to In¬ 
stall the englnc<s) loaned to the Bailee. 

d. To demount the Bailor's engine(s) from 

the Bailee's aircraft within _ (hours, 

days) from the date of this agreement, pre¬ 
pare said englne(s) tor shipment In accord¬ 
ance with United States Air Force procedure, 
and at the expense of the Bailee ship said 
englne(s) to such Air Force overhaul depot 
or other Air Force installation ms may be des¬ 
ignated by the Commander, Air Materiel 
Command, and to pay Bailor all expenses in¬ 
curred in connection with inspection by the 
Air Force overhauling activity of returned en¬ 
gine! s), including but not limited to block 
test operations of the engine!■). and reprep¬ 
ara tlon of the engtne(s) for storage. 

e. To pay to the Bailor all costs arising 
rrom the repair of any engine!si damaged 
while m the possession of the Bailee or In 
the return shipment, which. In the Judgment 
of the overhauling depot, can be economically 
repaired Including the coat of all necessary 
repair parts, labor, and other operating ex¬ 
penses incidental thereto, block test opera- * 
lions of the engine!s>, and repreparation of 
the engine (s) for storage. 

t. To pay to the Bailor a sum equal to the 
total cost of replacement of the type and 
model of engine (a) on loan under this agree¬ 
ment when such engine(s) has (have} been 
lost or In the Judgment of the overhaul depot 
has (have) been damaged beyond economical 
repair while in the possession of the Bailee or 
In the return shipment of the engine(s) to 
the designated Air Force installation. 

g. The Bailee will ship the Bailor's en¬ 
gined) within 24 hours from receipt of no¬ 
tice by the Commander. Air Materiel Com¬ 
mand. aa to the Air Force installation to 
which the engine (a) will be returned or with 

--(hours, days) from date hereof when 

the giving of such notice is concurrent with 
the loan of the engine(s). 
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h To pay to the Bailor an hourly rental of 

_ tor each hour or fraction thereof delay 

In return shipment of tho engino(a) in 
accordance with g above. 

1. To pay all fees and charges promptly to 
Headquarters, Air Materiel Command, 
Wright-Pattersou Air Force Base, Ohio. 

3 Officials not to benefit. No Member of 
or Delegate to Congress, or Resident Com¬ 
missioner. shall be admitted to any share or 
part of this contract, or to any benefit that 
may arise therefrom; but tills provision 
shall not be construed to extend to this con¬ 
tract If made with a corporation for its 
general benefit. 

4 Disputes. Except as otherwise provided 
In this contract, any dispute concerning a 
question of fact arising under this contract 
which is not disposed of by agreement shall 
be decided by the Contracting Officer, who 
shall reduce his decision to writing and mail 
or otherwise furnish a copy thereof to the 
Bailee. Within 30 days from the date of 
receipt of such copy, the Bailee may appeal 
by mailing or otherwise furnishing to the 
Contracting Officer a written appeal ad¬ 
dressed to the Secretary, and the decision of 
the Secretary or his duly authorised repre¬ 
sentative for the hearing of such appeal* 
shall, unless determined by a court of compe¬ 
tent Jurisdiction to have been fraudulent, 
arbitrary, capricious, or so grossly erroneous 
as necessarily to Imply bad faith, be final 
and conclusive: Provided, That, If no such 
appeal is taken, the decision of the Con¬ 
tracting Officer shall be final and conclusive. 
In connection with any appeal proceeding 
under this clause, the Bailee shall be af¬ 
forded and opportunity to be heard and to 
offer evidence in support of its appeal. Pend¬ 
ing final decision of a dispute hereunder, 
the Bailee shall proceed diligently with the 
performance of the contract and In accord¬ 
ance with the Contracting Officer's decision. 

5. Labor provisions. The following labor 
provisions shall apply to such portion of tht* 
bailment agreement which la performed 
within the continental limits of the United 
States. 

n Eight-hour law of 1912. This contract, 
to the extent that It is of a character specified 
In the Eight-Hour Law of 1912. as amended 
(40 U. 8. Code 324-326). and Is not covered 
by the Walsh-Healey Public Contracts Act 
(41 U. 8. Code 33-46). Is subject to the fol¬ 
lowing provisions and exceptions of said 
Eight-Hour Law of 1912, as amended, and to 
all other provisions and exceptions of said 
law; 

No laborer or mechanic doing any port of 
the work contemplated by this contract. In 
the employ of the Bailee or any subcontrac¬ 
tor contracting for any part of the said work, 
shall be required or permitted to work more 
than 8 hours in any 1 calendar day upon 
such work, except upon the condition that 
compensation Is paid to such laborer or 
mechanic in accordance with the provisions 
of this clause. The wages of every such 
laborer and mechanic employed by the Bailee 
or any subcontractor engaged In the per¬ 
formance of this contract shall be computed 
on a basic day rate of 8 hours per day: and 
work in excess of 8 hours per day is permitted 
only upon the condition that every such 
laborer and mechanic shall be compensated 
for all hours worked In excess of 8 hours per 
day at not less than one and one-half times 
the basic rate of pay. For each violation of 
the requirements of this clause a penalty of 
86 shall be imposed upon the Bailee for each 
such laborer or mechanic for every calender 
day In which such employee is required 
or permuted to labor more than 8 hours 
upon said work without receiving compensa¬ 
tion computed In accordance with this 
clause; and all penalties thus imposed shall 
be withheld for the use and benefit of the 
Government. 


b. Nondiscrimination In Employment. In 
connection with the performance of work 
under this contract, the Bailee agrees not to 
discriminate against any employee or ap¬ 
plicant for employment because of race, 
creed, color, or national origin; and further 
agrees to Insert the foregoing provision In 
all subcontracts hereunder except subcon¬ 
tracts tor standard commercial supplies or 
for raw materials. 

c. Convict Labor. In connection with the 
performance of work under this contract, the 
Bailee agrees not to employ any person 
undergoing sentence of imprisonment at 
hard labor. 

6. Corenonf Against Contingent Pees. The 
Bailee warrants that no person or selling 
agency has been employed or retained to 
solicit or secure this contract upon an 
agreement or undertaking for a commission, 
percentage, brokerage, or contingent fee,, 
excepting bona fide employees or bona fide 
established commercial or selling agencies 
maintained by the Bailee for the purpose 
of securing business. For breach or viola¬ 
tion of this warranty the Government shAll 
have the right to annul this contract with¬ 
out liability or In It* discretion add to the 
contract price or consideration the full 
amount of such commission, percentage, 
brokerage or contingent fee. 

In witness whereof, the parties hereto have 

executed this contract this_day of 

. 10 . 

The Unites States or Amduca. 

By... 

(Contracting Officer) 

Bailor 


By 


(Official Title) 
Bailee 


X..* 

certify that I am the___ 

of-(Bailee) 

and that ns such I am authorized to execute 
the foregoing agreement on behalf of such 
bailee. 


Accountability for the engine(s) loaned 

to..(Airline) 

under this agreement has been transferred 
to AF 2275 APO by Authority contained In 
Message No.__ Headquarters. Air Ma¬ 

teriel Command. Wrlght-Patteraon Air Force 
Bose. Ohio, on AF Form 104B. "U8AF Requi¬ 
sition and Shipping Document/' attached 
to and made a part hereof. 


ft 1013.2002-2 Bailment agreement to 
be utilized for the bailment of aircraft 
engine(s) and/or components for use 
of civil air carriers at a V. 8. Air Force 
base . 


Bailment Agreement 

AIRCRAFT ENGINE AND 'OR COMPONENTS PO* UBS 
or CIVIL Ala CAS It IKES. AT A U. S. ATS FORCE 
EASE, AND FOR THE PAYMENT Tit Eft EOT 


• (Date) 

Whereas.-(Airline) 

of- (Address) 

hereafter referred to as the Bailee. Is the 

----— (Owner or operator) 

ot the...(Type) 

civil aircraft. U. 8. Registration No._ 

grounded at_ _ Air 

Force Base because of .........._........ 

(Failure or loss) of englne(a), and 
Whereas, the Bailee, operating under Mili¬ 
tary contract .—.. has landed at_ 

Air Force Base, and has requested loan of 
...... engine(s) from the U. 8. Air Force, 

hereafter referred to as the Bailor, and 
Whereas, approval for Issue of englne(s) 
under above contract has been obtained from 

the Commander. ______ 

(Name of Air Force Bose) for the loan to 

.......---- (Airline) of 

the following Air Force engine (s); 


Manufacturer 


Type 


Serial 

No. 


Total engine hours 
since fail overhaul 


Whereas, It has been determined that tbs 
loan of such englne(s) Is necessary, by rea¬ 
son ot an emergency, to the continuance of 
such aircraft on its course to the n eunt 
airport operated by private enterprise. iu 
authorized by Act of May 20, 1926 (44 81At 
571, 49 U. S. C. 175); 

Now. therefore. In consideration of Uv» 
promises and the mutual covenant* a vA 
agreements* herein contained, and for other 
good and valuable consideration, the partial 
hereto agree as follows: 

1. a. Bare engines only will be loaned. 

b. No exchange or trade ot engine* u in¬ 
volved. 

c. The Bailor neither accepts responsibil¬ 
ity, nor will it be held liable, for operation*! 
failure of the loaned engine (s). 

d. The Bailor neither accepts responsibil¬ 
ity, nor will It be held liable, for the lass or 
damage of the Bailee's engine (s) left at the 
Bailor's Installation. 

e. Removal of the Bailee's engine (s) from 
the Bailor's premises will be accomplished 
within a reasonable time, not ex<'«edlnf 

--days from date hereof, at no expeasi 

to the Bailor. 

2. In consideration of the loan of th* 
above enumerated engine! s). delivery of 
which is acknowledged upon signature hereto 
of a duly authorized representative of tbe 
Bailee, the Bailee promises and agrees: 

a. To pay to the Bailor, for total hour* 
of utilization of the englne(s) at an hourly 
rate ba&ed on the Bailor’s averagr enfUw 
hour maintenance coat for the type and 
model of the loaned engine! s). 

b. To pay to the Bailor ail costs involved 
when Air Force personnel are required to 
Install the enginc(s) loaned to the Bailee. 

c. To demount the Bailor's engined), 
from the Bailee's aircraft within 5 dsys 
from receipt of notice from the Contracting 
Officer, directing Its return to the Govern¬ 
ment. Prepare said engine(s) for shlpmenl 
in accordance with U. 8. Air Force proce¬ 
dure. and at the expense of the Bailee ship 
sold engine! s) to such Air Force overbad 
depot or other Air Force installation a* nuy 
be designated by the Commander, Air Mate¬ 
riel Command. 

d. To pay the Bailor all costs arising fn*a 
repair of any engine!s) damaged while in 
the possession of the Bailee or in the return 
shipment, which. In the Judgment of tbe 
overhauling depot, can be economically re¬ 
paired. including the cost of all necessary 
repair parts, labor, and other operuting *** 
penses incidental thereto. 

e. TO pay to the Bailor a sum equal to iM 
total cost of replacement of the typ e NBA 
model of engine!s) on loan under this ogwe- 
ment when such engine*a) has (have) been 
lost or in tho judgment of the overhaul dep® 
has (have) been damaged beyond economics! i 
repair while In the possession of the BaU* 
or in the return shipment of the 

to the designated Air Force Installation. Th* 
paragraph will not be effective In 
stance where there Is a cbnhictlon of contract , 
requirements. 

f. The Bailee will ship the Bailor'* 
gine(s) within 5 day* of receipt of nodes 
from the Contracting Officer, <Mr*cUnli“ 
return to the Government, to the Air Pcfct 
installation as directed by the Command** 
Air Materiel Command, Wrlght-Pattcr** 
Air Force Base, Ohio. 
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c To pay to the Bailor a daily rental of 
115 tor each day or fraction thereof delay In 
return shipment of the cnglne(a) in accord¬ 
ance with f above. 

h To pay all fee* and chargee promptly to 
Headquartiftf Air Materiel Command. 
WriKht-Pattenam Air Force Base. Ohio. 

3 Officials not to benefit. No member of 
or Delegate to Congress, or Ueflldcnt Com- 
mii*i<ncr. ahall be admitted to any share or 
part of this contract, or to any benefit that 
may or Ur therefrom; but this provision shall 
not be construed to extend to this contract 
If made with a corporation for Its general 
benefit. 

4 Dispute*. Except as otherwise provided 
in this contract, any dispute concerning a 
question of fact arising under this contract 
which is not disposed of by agreement shall 
be decided by the Contracting Officer, who 
shall reduce hU decision to writing and mall 
or otherwise furnish a copy thereof to the 
Bailee. Within 30 days from the date of 
receipt of such copy, the Bailee may appeal 
bjr malting or otherwise furnishing to the 
Commanding Officer a written ap{>cal ad¬ 
dressed to the Secretary, and the decision of 
the Secretary or hi* duly authorised repre¬ 
sentative for the hearing of such appeals 
shall, unless determined by a court of compe¬ 
tent jurUdlctldfi to have been fraudulent, 
arbitrary, capricious, or so grossly erroneous 
ss necessarily to Imply bad faith, be final and 
conclusive: Provided . That, If no such appeal 
is tulcen. the decision of the Contracting 
Officer shall be final and conclusive, tn con¬ 
nection with any appeal proceeding under 
this clause, the Bailee shall be afforded an 
opportunity to be heard and to offer evidence 
In support of its appeal. Pending final de¬ 
cision of a dispute hereunder, the Bailee shall 
proceed diligently with the performance of 
the contract and In accordance with the Con¬ 
tracting Officer's decision. 

5 Labor provisions. The following labor 
provisions shall apply to such portion of this 
bailment agreement which is performed 
within the continental limits of the United 
States. 

a Eight-hour Law of 1012. This contract, 
to the extent that It U of a character speci¬ 
fied in the eight-hour law of 1912. as amended 
MO U. 6 Code 324-326). and Is not covered 
by the Walsh- Healey Public Contracts Act 
Ml U. S. Code 36-45) . is subject to the follow¬ 
ing provision* and exception* of said elght- 
hour law of 1912, as amended, and to all 
other provision* and exceptions of said law: 

No laborer or mechanic doing any part of 
the work contemplated by this contract. In 
the employ of the Bailee or any subcon¬ 
tractor contracting for any part of the said 
work, shall be required or permitted to work 
acre than 8 hours In any 1 calendar day 
tipon such work, except upon the condition 
uut compensation la paid to «n»ch laborer 
or mechanic in accordance with the pro¬ 
vision* of this clause. The wages of every 
wch laborer and mechanic employed by the 
Bailee or any subcontractor engaged in the 
performance of this contract lhnll be com¬ 
puted on a basic day rate of 8 hours per 
6xy; and work in excess of 8 hours per day 
w permitted only upon the condition that 
•very such laborer and mechanic shall be 
turnj>e nested for alt hours worked In excess 
ot 8 hours per day at not less than one and 
«>*-h*lf times the basic rate of pay. For 
each violation of the requirement* of this 
•L 1U< £ a P* 14 * 1 ** °f W shall be imposed upon 
, Iee * for each such laborer or me- 
roanic for every calendar day in which such 
employee is required or permitted to labor 
***** lhan « hours upon said work without 
^ceiving compensation computed In ac¬ 
cordance with this clause; and all penalties 
«u* imposed shall bo withheld for the use 
**d benefit of the Government, 
b Nondiscrimination in employment. In 
*u*«Uon with the performance of work 


under this contract, the Bailee agrees not to 
discriminate against any employee or appli¬ 
cant for employment because of race, creed, 
color, or national origin; and further agrees 
to Insert the foregoing provision In all sub¬ 
contracts hereunder except subcontracts for 
standard commercial supplies or for raw 
material*. 

c. Convict labor. In connection with the 
performance of work under this contract, the 
Bailee agree* not to employ any person 
undergoing sentence of imprisonment at 
hard labor. 

6. Covenant against contingent fees. The 
Bailee warrants that no person or selUng 
agency has been employed or retained to 
solicit or secure this contract upon an agree¬ 
ment or understanding far a commission, 
percentage, brokerage, or contingent fee. ex¬ 
cepting bona fide employees or bona fide 
established commercial or selling agencies 
maintained by the Bailee for the purpose of 
securing business. For breach or violation 
of this warranty the Government shall have 
the right to annul this contract without lia¬ 
bility or tn Its discretion add to the contract 
price or consideration the full amount of 
such commission, percentage, brokerage, or 
contingent fee. 

In wltucea whereof, the parties hereto 

have executed this contract this-... 

day of_ —-—- ..— 195- 

The Ukot© Statbi or America, 

By... 

iCon trading Officer) 

Bailor 


(Official Title) 

Bailee 

I, ....certify that I am 

the __„_of (Bailee) and that a* 


such I am authorised to execute the fore¬ 
going agreement on behalf of such bailee. 

Accountability for the englnc(s) loaned to 

...._„___...... (Airline) under this 

agreement haa been tranaferred to AF 2276 
APO by authority contained In Message No. 

__ Headquarter*. Air Materiel Command.* 

Wright-Patterson Air Force Base. Ohio, on 
AF Form I04B. "USAF Requisition and Ship¬ 
ping Document." attached to and made a 
part hereof. 

9 1013.2003 Interagency transfers of 
property for bailment. <a> Government 
property other than AF may be bailed to 
contractors In accordance with this part 
for use in performance of AF contracts, 
including those Issued as a result of a 
DD Form 448. “Military Interdepart¬ 
mental Purchase Request < MIPR > pro¬ 
vided prior written approval Is obtained 
from the cognizant service. Such prop¬ 
erty is first transferred to the Air Force 
on an interagency agreement. AFPI 
Form 22C will not be initiated prior to 
accomplishment of the Interagency 
agreement. 

(b) AF property may be available to 
other Government agencies for purpose 
of bailment. Transfer of such property 
will be accomplished under the provisions 
of an interagency agreement. 

(c) AF property in a contractor's pos¬ 
session under the provisions of an AF 
bailment agreement may be made avail¬ 
able for use under a contract between 
another Government agency and the 
contractor by amending the AF bailment 
contract with the contractor to so pro¬ 
vide. An interagency agreement will not 
be necessary in those instances. 

SUBPART X—fACUITY EXPANSION PROCEDURE 

9 1013.2401 General Facilities leases 
are not authorized when the contractor 
is to be reimbursed for facilities costs 


unless approved by the Secretary. Fa¬ 
cilities contracts are used whenever the 
contractor is to be reimbursed for facili¬ 
ties costs. 

9 1013.2402 Procedure. Where addi¬ 
tional facilities are required, every effort 
will be made to select sources that dem¬ 
onstrate a willingness and ability to pro¬ 
vide facilities. Air Fbrce contractors 
(and subcontractors) are expected to 
furnish such support unless it is other¬ 
wise determined to be in the best interests 
of the government or where contractors 
can show that the economic risks do not 
Justify further private participation. 
Contractors should be informed of the 
possible advantages through providing 
their own facilities by use of Certificates 
of Necessity and methods of deprecia¬ 
tion now authorized for federal income 
tax purposes. AF contractors furnish¬ 
ing their own facilities are normally en¬ 
titled to more profit considerations in 
the negotiation of prices and profits 
(9 1003.703 of this subchapter». Facility 
expansion projects normally will be ini¬ 
tiated as a result of existence of one of 
the following conditions; Situations in 
which procurement personnel arc un¬ 
able to locate contractors having or will¬ 
ing to provide capacity required to meet 
procurement programs, prime contrac¬ 
tors unable to locate subcontractors hav¬ 
ing or willing to provide capacity to meet 
production requirements, and shortages 
of supply items or components in gen¬ 
eral use by a large segment of the air¬ 
craft Industry, and where an exhaustive 
search has failed to disclose a source or 
supplier having or willing to provide the 
required capacity. In general the inabil¬ 
ity of industry to provide facilities rather 
than unwillingness will be the basis 
for initiation of Government financed 
expansions. 

(a) Screening idle and industrial re¬ 
serve equipment . The contractor will 
screen idle equipment lists according to 
AMCM 69-1 at the appropriate AMA 
headquarters and at Production Equip¬ 
ment Redistribution Group <PERG>, 
Department of Defense <DOD>. Wash¬ 
ington. D. C., upon the authorization of 
the air procurement district or AF plant 
representative as such authority may be 
delegated. Allocation of equipment 
selected will be requested by the con¬ 
tractor through and with the concur¬ 
rence of the air procurement district 
according to AMCM 69-1. The contrac¬ 
tor will verify the characteristics of the 
selected equipment and certify that it 
will satisfactorily meet his requirements, 
and that the equipment will be accepted 
according to the terms of his facilities 
contract or lease. 

<b> Subcontract structure. Prime 
contractors will be required to submit 
their contract structure showing all 
major subcontractors, production items, 
and production rates to Hq, AMC for 
approval of sources and capabilities. 

(c) Approval by administrative con¬ 
tracting officer of procurement subcon¬ 
tracts tchich require additional facili¬ 
ties. Before approving a procurement 
subcontract, the administrative con¬ 
tracting officer will require the prime 
contractor to submit to the administra¬ 
tive contracting officer a signed subcon- 
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tractor Facility Expansion Capability 
Report indicating the following: Wheth¬ 
er the selected subcontractor will re¬ 
quire additional facilities and if so the 
estimated cost by Appendix A. Industrial 
Facilities: any financial assistance 
which will be required by the subcon¬ 
tractors: evidence showing the extent of 
the investigation of other potential 
sources made by the prime contractor 
including name of each source investi¬ 
gated. amount of Government-furnished 
facilities required by each, unit price of 
product, peak capacity, etc.; a descrip¬ 
tion of the product including tolerances 
and material specifications detailed 
enough so that other potential subcon¬ 
tractors will be able to determine their 
capacity to produce It: and delivery 
schedules. The AF plant representative 
and air procurement district will screen 
the region for the purpose of locating 
additional sources that would require 
less facilities and send such information 
to the administrative contracting officer. 
AMA headquarters will screen the other 
air procurement districts for potential 
sources and will request lists of other 
potential sources located outside Its own 
area. These sources will be furnished 
to the administrative contracting officer 
through the AMA. The administrative 
contracting officer will forward the In¬ 
formation to the prime contractor and 
advise him to screen the additional 
sources and to indicate to the adminis¬ 
trative contracting officer such sources 
as he considers suitable for the perform¬ 
ance of the subcontract. 

(d> Minor subcontractors and sap- 
Vtiers. Other subcontractors and sup¬ 
pliers not known at the time of negotia¬ 
tion of the prime procurement contract 
will submit applications and Appendices 
"A’* <11 copies) for Government-pro¬ 
vided facilities required by them direct 
to the all* procurement district in whose 
area they are located. While under re¬ 
view. if the procedure in paragraph (c) 
of this section has not been complied 
with, the air procurement district will 
request from the air materiel area a 
list of available sources who have ca¬ 
pacity for the proposed production. The 
air materiel area will in turn request a 
similar list as to sources outside the area. 
These additional sources will be screened 
to determine If any can perform the pro¬ 
posed production with less Government- 
Furnished Facilities than the original 
applicant. 

<e> Facilities leases . In facilities ex¬ 
pansions where the Government is 
furnishing only existing Government- 
owned machinery and equipment to 
contractors and suppliers for the per¬ 
formance of Government contracts, the 
machinery and equipment may be 
covered by a standard short form facili¬ 
ties lease agreement which will be ac¬ 
complished and processed by the air 
materiel area according to Subpart DD 
of this part. 

<f> Requisitioning equipment from 
depot supply stock. Where equipment 
urgently required for AF industrial in¬ 
stallations cannot be secured on the 
open market but Is available in depot 
supply stock, the appropriate air materiel 
area will requisition such items from 


the prime depot. Supply will be con¬ 
tingent upon availability of stock. 
Vehicles are excluded from the above 
procedure. 

(g) Limited power of attorney . On a 
facilities expansion wherein the acquisi¬ 
tion of office furniture and equipment 
will be authorized, a limited power of 
attorney will be issued according to Sub¬ 
part CC of this part, upon the request of 
the administrative contracting officer or 
air procurement district permitting the 
contractor to purchase mandatory items 
and such other items as may be ob¬ 
tained at less cost directly from Federal 
Supply Schedules or General Services 
Administration. 

4 1013.2403 Prelmwary and formal 
applications for facilities. 

4 1013.2403-1 Preliminary facilities 
application. The preliminary facilities 
application Is used to establish the early 
identification of facilities projects for 
planning and budgeting purposes and 
for initiating facility expansions In 
directed programs. The preliminary ap¬ 
plication is prepared by contractors or 
AF sponsoring activities for each facili¬ 
ties project by individual location and 
by fiscal year requirements. It will en¬ 
able contractors who are producing or 
plan to produce military items for the 
Air Force to furnish AMC with their 
projected facilities plans. Also, the pre¬ 
liminary application is a means whereby 
the AF sponsoring activities may submit 
future facilities requirements, covering 
end item programs which are directed 
to become production items or work, and 
as such may be supported by industrial 
facilities funds. The preliminary appli¬ 
cation may lack the complete descrip¬ 
tions of facilities, however, the over-all 
plans for accomplishing the end item of 
work should provide reasonable cost 
estimates. For end item projects which 
are sufficiently advanced to enable the 
contractors to furnish complete details 
and justifications, the formal applica¬ 
tion (41 1013.2403-2 and 1013.2404) and 
submission procedures (| 1013.2402) 
should be followed. The preliminary 
facilities application consists of an¬ 
swers to paragraphs (a) through <f) 
of $ 1013.2403-2 as applicable to the 
proposed facilities expansion. 

8 1013.2403-2 Contractors formal ap¬ 
plication for facilities. A separate for¬ 
mal application for Government-pro¬ 


vided facilities is required for pacb 
facilities expansion project. The foraul 
application consists of two documents: 
a letter containing project Information 
which is pertinent to the facilities ex¬ 
pansion together with Justifications as 
outlined in paragraphs (a) through <r» 
of this section, nnd an Appendix “A” 
prepared according to instructions in 

4 1013.2404. 

(a) Contractor (or subcontractor), 
name <legal title), and address; com¬ 
pany representative to contact, tele¬ 
phone number, and extension; type of 
company organization (corporation, 
partnership, etc.): state in which in¬ 
corporated. if applicable. 

(b) Location of proposed facilities ex¬ 
pansion; indicate whether site privately- 
owned or Oovemmcnt-owned; if Gov¬ 
ernment-owned. list the Government 
agency that has Jurisdiction. Describe 
briefly the availability of labor, power, 
fuel, water. sewage disposal, housing, 
transportation, etc., considering the 
planned peak rates to be attained, state 
the advantage of the proposed geo¬ 
graphic location. 

(c) Purpose of expansion: Wher*' ap¬ 
plicable, identify R L D system to be de¬ 
veloped, tested, or produced and give 
project number; list production pro::ram 
items (aircraft, missiles, engines, fuels, 
etc.) to be supported. 

<d> Basis of need: 

(1) Reference to approved programs 
or T/O and E's from which need for fa¬ 
cilities directly arises. Relationship of 
this project, including phasing, to other 
elements of the same overall weapons 
systems program. 

(2) With reference to end item 1 ;: 

(i) Specify phase, whether R & D. test 
model, or production for Inventory If 
the end item is in production, or sched¬ 
uled for production, the description 
should include: 

<a> Present production rate for this 
end item, in terms of units per month. 
Indicate shift basis. 

(b) Maximum production rate that 
can be produced with current facilities 
per month. Indicate shift basis. 

(c> Maximum production rates, in¬ 
cluding the present and proposed expand 
sion. per mouth. Indicate shift basis. 

(e> Estimated cost of facilities by the 
following schedule categories <«« 

5 1013.2404 for description), and pro¬ 
jected dates when funds are required: 


Pnojcrt irlmluln 

Prop-tun yrsa •wtlmalrtl 

Total lanlr •* 

1st 

mjortrr 

Jul) 1 

*1 

quarter 
Ortobcr 1 

fri 

quarter 
Juiiuury t 

Ilh 

quarter 
April 1 

ProfnuD 

y«*or 

amount 

NV*t 

Ih-rnl ymr 
July 1 

VoUarv 

on 

fu»wt» 

TM*\ 

,i nooitt 

1. l4n<t, rtf ... ..j 









11. HiriMtn**, <*ir _? 








_ 

IU. Iluchbwiv.oto.__ 








,,^ 4 . 

IV. Portnhk Tools, iS<* . 









V. livMttll Uinti.. 




f 





VI Indirect 

















- 

Totals_«..._... 

















, _— 


<f> Explain briefly the types of con¬ 
struction or equipment required and 
method of computation used for develop¬ 
ing the estimated cost for each schedule 
reflected under paragraph (e) of this 
section. Give details regarding critical 


long lead time items, architect and engi¬ 
neering, and engineering consultant 
services, others, as applicable. Also, in¬ 
clude target dotes for acquiring 
facilities or services. Nonscverable facu¬ 
lties (which can generally be identified 


































FEDERAL REGISTER 


udity. 


March 1, 1958 


MSI 














































































































































1482 

(4) With respect to teat facilities, are Gov¬ 
ernment-owned facilities Available, and IX so, 
why are they not being used? 

(ft) Can proctuction be effected In Govern¬ 
ment^-owned—Government-operated facili¬ 
ties. e. g„ arsenals. ah Ip yards, or rehabilitated 
facilities, except fgr production for Inventory. 

(r> Reference to facilities clause in 
the Government procurement contract. 
Where applicable, quote the facilities 
clause In the procurement (end item) 
contract which refers to the facilities to 
be provided. Also give procurement 
contract number and date effected or 
anticipated date of procurement contract 
coverage. 

5 1013.2404 Appendix A . industrial 
facilities. This is a'guide form and will 
be followed in the preparation of Appen¬ 
dix A by the contractor. 

Appendix A 

INDUSTRIAL FACILITTZS 


Name and Address of Company 

Nature of faculties: (Insert here the types of 
proposed facilities such as hangars, ware¬ 
house. machine tools, etc.) 

Location: (Address where facilities are to be 
located.) 

For the production of: (Olve brief statement 
covering items to be produced and con¬ 
templated peak monthly rate of production 
on 2-shift, 5-day workweek.) 

SUMMARY SHEET 


Schedule I—Land and land !m- Estimated 
provemen ts: cost 

(a) Land_— $xn.xxx 

(b) Land improvements_ xxx, xxx 


Total .................... xxx.xxx 

Schedule IX—Buildings, etc.: 

(a) Buildings- x, xxx. xxx 

(b) Building installations 

(not mechanical)_* xxx.xxx 

(c) Installations (onsite).. xx,xxx 
(c-1) Land Installations (off 

site)_—-- xx. xxx 


Total__x. xxx. xxx 


Schedule III—Machinery, equip¬ 
ment, etc.: 

(s-I) Machine tools_.... x. xxx, xxx 

(a-2) Production equip¬ 


ment_ xxx. xxx 

(b) Building Installations 

(mechanical)_ xx. xxx 

(c) Laboratory and testing 

equipment-- xx. xxx 

(d) Miscellaneous furniture 

and equipment__ xx. xxx 


Total---x, xxx. xxx 


Schedule IV—Portable tools and 
materials handling and auto¬ 
motive vehicles: 

(a) Portable tools__ xx. xxx 

lb) Material handling and 

automotive vehicles.. xy, xxx 


Total--— xx. xxx 

Schedule V—Equipment insuffla¬ 
tion costs- xx. xxx 

Schedule VI—Indirect c o a t a 

(overhead)- xxx, xxx 

Grand total.............. xx. xxx. xxx 


Schedule I—Land and Lano Improvement* 

Item No. (a) Land: 

Give legal description acreage, 
location, and estimated cost. ▲ 
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map. print, or drawing, must be 
furnished as exhibit 1. showing lo¬ 
cation of plant in relation to ad¬ 
jacent terrain features such as: 
airports, highways, railroads, 
power lines, etc., with appropriate 
identifying designation of each. 
Another print or drawing must be 
furnished ss exhibit 2 showing 
plot plan in detail. Cost of land 
will include nil estimated coats of 
sale which arc payable by pur¬ 
chaser. 

Total schedule I (a) __ $xxx. xxx 

Item No. (b) Land improvements: 

(Itemise and give Individual 
cost of each item—sufficient de¬ 
scription must be furnished to 
justify coat as estimated.) 

This will Include improvements 
such as leveling, grading and 
drainage, and any other Items not 
subject to depreciation. Full de¬ 
tails of each item must be given 
and location of each shown on plot 
plan—exhibit 2. 

Total schedule I (b) ..._gxxx. xxx 

Total schedule I-I xxx. xxx 

Schedule 11 —Buildings, etc. 

Item No. (a) Buildings: 

(Itemize and give Individual 
cost of each item—sufficient de¬ 
scription must be furnished to 
Justify coat as estimated.) 

This will include a full list of 
structures, with complete descrip¬ 
tion and estimated cost of each 
unit. One or more prints or 
sketches must be furnished as an 
exhibit showing, for each building, 
the proposed type of structure, 
floor plan and elevations, with 
brief memorandum specifications. 
One complete plot plan must be 
furnished as an exhibit showing 
proposed location of all buildings 
in relation to complete plant. 

Cross references from descrip¬ 
tions to exhibits must be made 
where necessary to make details 
absolutely dear. 

Total achedulo n (a)_$x. xxx. xxx 

Item No. (b) Building installations (not 
mechanical): 

(Itemize and give Individual 
ooet of each Item—sufficient de¬ 
scription must be furnished to 
Justify cost as estimated.) 

Tiffs covers all Installations of 
electric power and Illumination, 
plumbing, heating, air condition¬ 
ing. sprinkler systems, etc., usually 
including in building costa, with 
the exception of power lines, water 
lines, etc., outside of the building 
itself which are to be Included In 
Schedule II (a) and (o-l). Items 
luted here should refer to the In¬ 
dividual buildings as listed In 
Schedule II (a) above, and must 
be described in sufficient detail for 
cost evaluation. 

Total schedule II (b)_... $xxx. xxx 

Item No. (c) land Installations (on site): 

(Itemize and give individual cost 
of each Item—sufficient descrip¬ 
tion must be furnished to Justify 
cost as noted ) 

included in this classification 
are paving of yards, runways, 
parking areas, etc., fencing of 
property, utilities improvements, 
and spur tracks on areas outside of 
buildings but on property owned 
or controlled by the Government 
and leased to the contractor. 
Give full details of each Item and 
show location of each or plot 
plan—exhibit 2. 

Total schedule II (c)_gxx.xxx 




Item No. (o-l) Land Installations (off 
site): 

(Itemized and give individual 
cost of each Item—sufficient de¬ 
scription must be furnished to 
Justify cost as noted ) 

If there are costs for utilities, 
railroad extensions, etc., necessary, 
but not on property owned or con¬ 
trolled by the Government and 
leased to the contractor, such costs 
must be included in this section. 
An attempt should be made to get 
utility companies, railroad com- 
panics.-etc., to absorb all or part 
of the costs of such items. If no 
portion of the cost of such items 
will be paid by the utility or rail¬ 
road company, statement of re¬ 
fusal to pay such cost, signed by 
an official of such company, must 
be Included. 

Where the Government lx re¬ 
quested to pay for all or part of 
such off-slte installation costa, a 
definite statement from the Ap¬ 
plicant Justifying the necessity 
for such costs must be Included. 
Cross reference from descriptions 
to exhibits must be made In order 
that details may be made per¬ 
fectly clear. In each such case «n 
agreement for partial or complete 
reimbursement or an easement 
protecting the Interest of the Gov¬ 
ernment must be negotiated and 
included In the facilities contract 
Total schedule II (o-l)_ ... txx xxx 

Instructions for Listing Schedule III Hems 

1. These instructions are to establish a 
standard for listing all proposed Items ot ma¬ 
chinery and equipment. In order to prop¬ 
erly evaluate a list of equipment requested 
for any project, it Is absolutely necessary for 
each item to be described so that It can be 
identified readily. 

2. A satisfactory description should In¬ 
clude the following data: 

a. Manufacturer's name. 

b. Manufacturer’s model number. 

c. Complete nomenclature and description 
of size and capacity, type (plain universal 
knee or bed. verttcAl. horizontal, etc ). num¬ 
ber of spindles, working heads or units, etc 
(where applicable). Including any apecisl 
features. 

d. ZZcctrlcal characteristics (110 v, 220 v. 
440 y. 3 phase, 00 cycle, AC or DC. etc ). 

e. Any other Information necessary to com¬ 
pletely identify items desired. 

f. Possible substitutions In order of de¬ 
sirability. 

g. Date of delivery for each Item u re¬ 
quired to meet delivery schedule of the con¬ 
tract In question. 

b. Estimated delivered cost of each itm 

I. Fuff 17-dlglt Standard Commodity Cl*f 
slficstton Code as listed in Directory of 
Metalworking Machinery published by tbs 
Munitions Board Cataloging Agency Re¬ 
lated production equipment will al»o be 
coded to the full 17 digits. Codes can be 
obtained from the "National Military Estab¬ 
lishment Classification of Equipment Mr la* 
ventory Control" and the "Federal Supply 
Code for Manufacturers," dated November 
Ififtl. 71iesc directories may be obtained 
from the air procurement district having 
jurisdiction over the geographical ares la 
which plant Is situated. 

J. Give specific nomenclature In all 

For example: welders—indicate whethrr spot 
arc, butt, flash, the manufacturer, thrust 
a face, electrical characteristics, frame 
furnaces—manufacturer, model, slae »» 
capacity, electrical specifications, whet her 
gas. off. or electrically fired, etc. Sire sna 
capacity can be given, along with cmnpMJ 
nomenclature, even though model may n ‘* 
be applicable, for all items or related 
ducUon equipment. 
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Hctixduk III—Moehtnery ojhI Kquip- 
fttenl—Continued 

Co-2) Krlntiil production equipment: 
1. KlcctHc. ttrldlnp iliwnMi 
3L IIcot trrotinir equipment ..... 

a. I'lotinjt equipment .. 

4. Atiodlflnj? equipment._ 

0" Building tnatailatlou* one- 

chanieaD: 

L 


?. Honda (air oml electric).. 

1 VotUUaUUc and exbauai tan_ 

4, CVtfivryoo... 

(O Laboratory and tedtn* equip¬ 
ment (quality oonirvfi. 


1. Electronic Krvtluc equipment. 


a. OrriUaieo'tx*....» 

tv Voltmeter*, lunuWcti... 
e. Hlfita.1 friv^alom.......... 

T HwJnm twlrr* ...._.... 

1 LaliurAtory ovens..... 

i. Mrlallurgr xpectofmpto and 
othrr related equipment. 

A. Opt |nt| comparator*.. 

A. Standard ruei* and ln«|Mrtlon 
e«pitpn»<nt. 

(d) MtMvUnonxi* furniture and 
rqnlpinrnt 


1. OlfW equipment and furni¬ 
ture. 

5 Standard drel work heart** 
and shelving 

9. Standard utrrt lot-ken _ 

4. <\»f» tcrtn equipment lit dud- 
liut d lubes, pans, etc.). 

Aw HorplUl equipment . , 

_ i . 5 Tinjp clock* am) mrd r»ck*._. 
frhidulr IV Portable l«ob and ma¬ 
terial tmndliiur and automotive v»- 
litrk*: 

(a) Portable tools... 


). Towered riveters. Impact 
wrruelws, term drivers, 
drills, rtr, 

9. Hand tools... 

(b) Material handling vehicles: 

I. Pork lift trucks. . 

9. Tractor, warehouse. 

(e) Automotive vehlrh- 

I. Track*. standard tyjor*.. 


Facilities contract 


Cuotraetor-ownod 

phmt 


Yea. 

_do_ 

..—.do.. 
.do.., 


Yes (cxctndln* crane 
•uppoet* and rails) 

Yew_....... 

-do-...... 

Y«s (Standard Items 
only ff norm jiJ life Is 
Iti err r*% ot 4 years 
on a 2‘ftilA £-<Uy 
wreck hosts, and 
unit cost over $500). 
Yes (Standard item* 
only if normal Hie is 
ill eircws of 4 yean 
on a 2-shift 5-day 
week huts, and 
oojt over UM). 

... .do. .............., 

-do... 

►—.do«. ..... .. ....... 

.do. . .............. 

.--.do.—.... 


--.do................ 

■.. .do............ 


9. Fire trucks, ou*b...... 

5. Trucks, fu*ol!oe._. 

_ , . A #W*», statloii wttcons. 

Schedule V — InstaJlutkm oosts. 

(Schedule III and IV Items- 
Oilier on*t<, prrproductlott costs* 

J'hitit and oiiiferent ronccmi ut. lln- 
dudes light futures, plumhinc, 
rf©.). 

Plant rehabilitation._ 

J’Jttiil layout and vnilncorlmr costs.. 

riant reconrenlun emit*. 

Machine tool rvImMlJlAlkxi (rvtn 
Government reserves. 

Privately owned.... 


Yu (if over and above 
contractor's normal 
H^crttme need* as 
u result of Govern¬ 
ment enn tract* and 
unit co*t over 1500). 

.do... 

-—- * .do. •. ............. 

.... .do.. . ............. 

.do.. 

.do.. 

• .do.. .........., 


Yes (If standard com¬ 
mercial typsa with 
Ulr in eacess of 4 
years on a 2-shlft A- 
day week basts and 
c«r*t In excess of 
1500). 

^ ......... 


...-do... 

>••• -do.. ...... 

No.. 


Yes (see port 99 of 
thb section). 

dO. . a , 

No.^... 

*cs................... 




■•a • -do • . ». .....i 

— *3°. 

... .do. . . ... .... 
Yes.. 




Government-owned 


Y«o_ 

....do. 

'*.. - do ..........., 

.do... 


Yes (Including rrnne 
supports and rails). 
Yes... 

.«k>_rrmrmrir 

Yew (Staodurd items 
only if normal iiie h 
In excess of 4 yearn 
on a 2-sliLTt S-*Uy 
week Usais, and 
unit cost over $.W), 
Yes (Sun.Uni Items 
only if nunuai life h 
in exerts of 4 yean 
on a 2-shift Vday 
week Itasls. and 
cast ov»r MOO). 

.• • »®lo.............. 

—— — .do........... ... 

-do.. 

... .do.. . ............ _ 

... .do.. .............. 

—— • do . .......... 

_do........... 

_do. I, 


.do....... 


> .do... 

..do....- 

do. 

do.. 

-do......... 


Yes (If stamlard com- 
luerriai types with 
life m exer.** of 4 
yean on a 2-shtft A- 
day w*s-k laud* and 
cost tn oio-.i oI 


V cs».................. 

•-do. ............... 

.- — -do. ........ - . ——_. 

Y« (Totally Govern- 
lunit-ow ued tiLuns 

only). 

•••.do................ 

— • do................ 

No....—._ 

Yes. 




No. II-!*!!* 

-do. 


•••••••••••••••«« 


Procurement contract * 


No. 


Do. 

IhK 

Do. 


Do. 

Do. 

Do. 

Yrt (only If norma' 
life Is bws than I 
years or unit cost 
Wm than ISO). 


Ye» (only If normal 
We h less Ilian 4 
years or cost lem 
than $56). 


Da. 

Do. 

Da 

Do. 

Do. 

Do. 

* Do. 

Do, 

Yet (if over and above 
rant ran nr's normal 
(wan time needs as 
a result of Govern- 
merit contracts am] 
unit oo«t K-e* than 
ISP 
Do. 

Do. 

Do. 

Do. 

Do. 

Do. 


Yrs (only tf norma* 
life t> less than 4 
>eur» nr reel teas 

thou tvn. 


Yea. 


No. 


IM 

Dol 


Do- 


Do 

Do. 

I>o. 

Yes (with suitable 
elauo* in supply 
euntrwet).; 
y«x 


So. 

Yet 

No. 

Yen (w Kb suitable 

House Iq Kjji-ly 
con tract). 

No. 


1 For | 1013.25G2 lor possible except Ian*. 

SU5PARI Y—INDUSTRIAL REAL PROPERTY— 
CONSTRUCTION, REHABILITATION, MOOIfl- 
CATION, AND ALTERATION 

9 1013 2502 General provisions. Mod* 
Iflcations, alterations, or additions to 
Government-owned real property pro* 
vided to a contractor under the terms of 
a facilities contract will be accomplished 
as follows; 


(a) All work of a capital nature must 
be approved by the AGO. These ap¬ 
provals are required regardless of 
whether the work is to be performed with 
Government or contractor funds. 

<b) When the work is of a capital 
nature (1. e., of a type that would be capi¬ 
talized under the contractor's approved 
accounting practice if the contractor 


were the owner of the property), the 
work will be performed and reimbursed 
as follows: 

(1) Normally, the work will be per¬ 
formed at Government expense under 
the facilities contract. 

(2) When the work is determined by 
the ACO to be ' minor" in nature, it may 
be approved with the concurrence of the 
AFPR or chief. APD. 

(3) When facility funds arc not avail¬ 
able. minor construction or rehabilitation 
may be performed at contractor's ex¬ 
pense, provided that the ACO determines 
with the concurrence of the AFPR or 
chief. APD. that immediate accomplish¬ 
ment or start of construction is in the 
best interest of the Air Force. In such 
cases, the contractor must write of! the 
costs involved for Government contract 
costing purposes according to his normal 
approved accounting practices as if the 
costs had been Incurred in a contractor- 
owned plant, except that he will not be 
required to write off such items over a 
period of more than 5 years. Allocation 
of such costs will be subject to approval 
by the ACO. 

<c> Except as provided In paragraph 
(b) of this section, the following provi¬ 
sions apply to all construction and or 
building rehabilitation projects to be ac¬ 
complished at industrial facilities under 
a facilities contract with appropriated 
Government funds. AF contracting offi¬ 
cers may authorize major construction or 
building rehabilitation projects only 
upon prior specific approval of Hq AMC. 

SUBPART Z—INDUSTRIAL REAL ESTATE- 
ACQUISITION AND DISPOSAL 

9 1013.2603 Acquisition, (a) The AF 
contractor will initiate the request for 
additional industrial real property in ac¬ 
cordance with Subpart X. of this part. 

(b) The following factors will be con¬ 
sidered in the selection of real property 
for acquisition of industrial sites: 

(1) Fulfilling the requirement with the 
minimum amount of real property neces¬ 
sary therefor. 

(2) Satisfying the requirement with 
the most economical property suitable 
for the intended purpose. 

(3) Utilizing property allocated for 
mobilization when the original mobiliza¬ 
tion requirement has become a current 
requirement. 

SUBPART BB—FACTUAL APPENDICES 

9 1013.2801 Authority . Each facilities 
contract provides for the submission of 
"factual appendices" consisting of sum¬ 
maries and listings of facilities actually 
provided under the facilities contract. 

9 1013.2802 General, (a) Factual ap¬ 
pendix "A." summary of expenditure: 
Sec 9 1013.2802-1. 

(b) A cover page to the Fbctunl Ap¬ 
pendixes will be Included providing a 
certification by the contractor and ap¬ 
proved by the Administrative Contract¬ 
ing Officer as follows: 

To the beat of my knowledge and belief 
I hereby certify that the submitted factual 
appendix la correct And rcprcecnta the f*- 
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RULES ANO REGULATIONS 


a. uovixnuent rt/wmsKXD rxorxxTY— continued 


Total 


Schedule II—Building* etc: 


c. Leasehold Improvements_______ 


Total... 

Schedule III—Machinery, equipment, etc. 


li-2. Equipment____... 

b. Building installation (mech.)_... 


nWJ1 j HUU leaking . 

d. Furniture and fixtures____ 4 . 


Total. 


vehicles: 

a. Portable tools.............._.... 


Total---...— -------..... xxxx. xx 


Since last 

Total to 


report 

date 


XXX. XX 

XXX XX 


XXX. XX 

XXX. XX 


XXX. XX 

XXX. XX 

- 

XXX. XX 

XXX. XX 


XXX. XX 

XXXX. XX 


XXX. XX 

XXX.XX 

— 

XXX. XX 

XXX. XX 


XXX. XX 

XXX. XX 


XXX. XX 

XXX. XX 


XXX. XX 

XXX. XX 


XXX, xx 

XXX. XX 

re 




XXX. XX 

XXX. XX 


XXX. xx 

XXX. XX 


XXXX XX 

XXXX. XX 


SUBPART CC—LIMITED POWER OF ATTORNEY 

FOR PROCUREMENT FROM GENERAL SERVICES 

ADMINISTRATION OR FEDERAL SUPPLY 

SCHEDULE CONTRACTORS BY FACILITIES 

CONTRACTORS 

$ 1013.2203 Procedure. When office 
furniture and equipment must be sup¬ 
plied under a facilities contract or a 
facilities clause of a supply or service 
contract and cannot be furnished from 
excess, it must be purchased under the 
Limited Power of Attorney set forth 
herein. Compliance with section 1316 of 
Public Law 207 (83d Congress) (67 Stat. 
439), will be made by purchase from 
General Services Administration or by 
securing a release from that agency prior 
to purchase. Such release, to purchase 
from sources other than GSA. will be In 
writing and will be retained in the con¬ 
tract files of the Administrative Con¬ 
tracting Officer authorizing the pur¬ 
chase. 

<a) Limited power of attorney. Facil¬ 
ities contractors designated to make pro¬ 
curements under the provisions of this 
Subpart will be given o limited power of 
attorney (see $ 1013.2903-1 for form) by 
the contracting officer authorizing the 
contractor to issue purchase orders for 
the procurement of mandatory items and 
office furniture or equipment from the 
GSA or from a Federal Supply Schedule 
contractor; issue tax exemption certif¬ 
icates in lieu of payment of certain State 
and other taxes. 

<b> Supply schedules and catalogs. 
Facilities contractors given this limited 
power of attorney should secure a copy 
of the required Federal Supply Schedules 
and Catalogs from the nearest OSA 
regional office to enable them to properly 
utilize the property sources made avail¬ 
able to them. 

(C> Purchase order forms . In sub¬ 
mitting purchase orders to the OSA or 
Federal Supply Schedule contractors, the 
facilities contractor will use his regular 
purchase order form and place the order 
in the name of the U. 8. Government 
<Department of the Air Force) by the 
contractor as Bgcnt. For example: 

U. S. OOVTXJ.NMCNT (DKTarTMKNT OF Til* 
Aim Police) 

By 1 Richard Doe und Company 

(Signature) ....._......... 

(Title) . 


The following statement will be included 
on purchase orders submitted to GSA 
or Federal Supply Schedule contractors: 

Thto order to placed by Richard Doe and 
Company am agent for and on behalf of the 
U. S. Government (Department of (he Air 

Force) under Facilities Contract No.. 

for furnishing the above property or 
equipment. 

Purchase orders issued in accordance 
with the provisions of this Part will bear 
instructions to bill and forward the in¬ 
voices to the purchasing facilities con¬ 
tractor. The facilities contractor will 
make payment and request reimburse¬ 
ment in the usual manner. 

(d) Typewriters. Before submitting 

purchase orders for manually operated 
typewriters to Federal Supply Schedule 
(FSS) contractors, the facilities con¬ 
tractor will obtain a certificate of un¬ 
availability from the nearest GSA 
regional office. Upon issuance thereof 
by GSA. the facilities contractor will add 
the following statement to that required 
by £ 1013.2903 <c> on the purchase 
orders. “This order is covered by Gen¬ 
eral Services Administration Certificate 
of Unavailability No. TC_ M 

(e) Taxes. All purchases made by 
the facilities contractors under Limited 
Power of Attorney as provided for in 
this subpart Arc to be made exclusive 
of the same taxes as would be the case 
if the purchase were made by an AF con¬ 
tracting officer direct. Assistance in 
tax problems will be provided by the 
judge advocate’s office of the appropriate 
Air Materiel Area. 

5 1013.2903-1 Form of limited poiver 
of attorney. 

HcADquAirms 
Am M a Tram Command 

WiucHT-PArncmsoK Am Fo*n Baox. Ohio 

Subject: Limited Power of Attorney, Con¬ 
tract No__ 


(Contractor’s Name) 

(Address) 

1. You ore hereby constituted and author¬ 
ized to act cu agent for and In behalf of the 
Government (Department of the Air Force) 
la the performance of the following acts: 

a. The purchasing of such property au¬ 
thorized by the contracting officer for acqui¬ 
sition under facilities contract No_ns 


Is available for purchase (mandatory Items 
must be purchased if available) by Ocnem- 
ment agencies either directly from the Gti 
oral Services Administration or und«>r 
Federal Supply Schedules. 

b. The Issuance of tax exemptions certifi¬ 
cates In lieu of the payments of Bute nr 
other taxes for which the Government (De¬ 
partment of the Air l\irce) to not liable on 
property purchased under the forego: ng 
authorization. 

2. This authority Is granted for the per¬ 
formance of the above acta only and is not 
transferable or assignable to another. 


(Contracting Officer . 

SUBPART DD—LEASING OF MACHINERY AND 
INDUSTRIAL EQUIPMENT 

5 1013.3001 General . It is AF policy 
to lease available Government-owned 
machinery and equipment to eligible 
contractors, subcontractors, and ven¬ 
dors when the leasing of such property 
is essential for defense production or 
development and the issuance of a fa¬ 
cilities contract in the particular case u 
impractical or inappropriate. In addi¬ 
tion to the other restrictions imposed 
hereby, items may be leased only if 75 
percent or more of the production or 
development on the items to be leaded 
will be for military end items or com¬ 
ponents. Prior to the Issuance of any 
lease, the following determinations will 
be made. 

(a) Determination of availability. 
<1> The property which may be leased 
under these procedures consists of ma¬ 
chine tools and other items of produc¬ 
tion equipment which arc determined to 
be: (i) Not necessary for direct use by 
the Air Force for programmed produc¬ 
tion. maintenance or repair require¬ 
ments, operational needs, or for current 
or reserve inventories, <ii) not surplus 
to the needs of the Air Force within the 
meaning of the Act of October 3. 1944 
(58 Stat. 765), Oil) not for the time 
being required for public use. and (iv) 
otherwise available for lease pursuant to 
applicable regulations, directives, or 
other instructions. 

(2) Other property will not be con¬ 
sidered available for lease unless it Is 
first released by the agency having 
Jurisdiction over such property. Such 
releases will not be made if the property 
is required for direct use by the Govern¬ 
ment for any current use or for reserve 
inventories. Such property also will not 
be declared available for lease if it is 
surplus to the overall requirement.v of 
the Air Force since such property must 
be disposed of according to surplus 
property regulations. 

<3>.No office furniture and equip¬ 
ment. vehicles other than materials- 
handling equipment, or special tooling 
will be considered available for lease 
under the provisions of this Part, 

(b) Determination of eligibility of 
proposed lessee. For a company to be 
eligible for an AF lease. It must meet 
the following qualifications: 

< 1 > The company must be financially 
able to perform the obligations of the 
proposed lease and to carry out the pur¬ 
poses thereof. 

(2) The larger portion of the work to 
be performed with the leased items must 
be for the Air Force unless it is impossi¬ 
ble to arrange the required lea*® 
through another service of the Depart- 
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ment of Defense. L e. t the Army or the 

(3> The proposed lessee must furnish 
a written representation that he has not 
employed or retained any company or 
person 'Other than a full-time employee 
working solely for the prospective lessee) 
to secure the lease, and will furnish a 
written agreement to furnish informa¬ 
tion relating thereto as required by the 
contracting officer. 

<c> Determination of essentiality . A 
determination that the leasing of AF 
property is essential in aid of defense 
production will not bo made until it has 
been established that the failure to lease 
would result in the slippage of a current 
military production program. 

«d> Determination of impracticability 
or inappropriateness of use of a facilities 
contract, A determination that the use 
of a facilities contract as prescribed by 
Part 13 of this title and this part is im¬ 
practicable or inappropriate in the par¬ 
ticular case will be made whenever it is 
desired merely to furnish existing prop¬ 
erty to a contractor for defense work and 
it is not intended to permit any rent-free 
use. 

8 1013.3003 Processing of requests for 

leases . 

8 1013 3003-3 Determining proposed 
lessee's eligibility. Upon receipt of a re¬ 
quest for lease and after tentative agree¬ 
ment on the lease form, the chief, air pro¬ 
curement district must determine the 
proposed lessee's eligibility for a lease. 
The rmanclal section in the AMA or air 
procurement district, as appropriate, will 
be requested, by means of an AFPI Form 
63C, "Request for Financial Clearance," 
to determine the company's financial 
qualification. Such determination will 
be recorded in writing. The following 
instructions provide policies and proce¬ 
dures to be followed in connection with 
thih determination: 

(a) A proposed lessee is deemed qual¬ 
ified financially if he has sufficient funds 
available to indicate ability to complete 
satisfactorily the supply contracts or sub¬ 
contracts Involved, to pay the rental, and 
to perform the other obligations imposed 
by the terms of the proposed lease. The 
office requesting financial clearance will 
supply adequate information with re¬ 
spect to amount of rent, anticipated in¬ 
crease in production, and any other per¬ 
tinent circumstances and terms of lease 
required to make a sound decision. In 
considering financial stability, particular 
care should be taken before Issuing 
leases to enterprises that may have been 
set up without Investment of any sub¬ 
stantial amount of capital by the owners. 

i the flnancla l evaluation re¬ 
quired in paragraph (a) of this section 
discloses the lessee to be in a marginal 
fina nci a l position and the lessee is de- 
icrmined to be otherwise qualified for a 
facilities lease, the lessee may. in lieu of 
ne above financial criteria, be granted 
iimciitl clearance upon the perform¬ 
ance of either of the following: 

<i> Delivery to the administrative con¬ 
tracting officer of a certified check in 
an amount equivalent to 6 months* 
t^ntai, made payable to Treasurer of the 
united States, accompanied by three ex¬ 
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ecuted copies of the Security Deposit 
Agreement set forth in subparagraph 
<2> of this paragraph. The deposit will 
be held by the Government according to 
the provisions of the Security Deposit 
Agreement. The administrative con¬ 
tracting officer will forward the deposit 
and the three copies of the agreement 
to the appropriate accounting office. At 
such time as the lessee’s financial ability 
improves to the extent necessary to 
satisfy the financial criteria in this sec¬ 
tion. the deposit will be refunded to the 
lessee. 

<ii) Delivery to the administrative 
contracting officer of a corporate or in¬ 
dividual surety guaranteeing the les¬ 
see's full performance of the terms and 
conditions of the facilities lease, in an 
amount equal to 6 months’ rental. Ac¬ 
ceptability of sureties will be governed 
by the provisions of 8 1010.201 of this 
chapter. The surety bond will name the 
United States Government as obligee and 
will continue in existence until the ter¬ 
mination or expiration of such lease. 
The administrative contracting officer 
will forward the original fully executed 
bond, together with tw*o copies, to the 
appropriate accounting office. 

(2> Security Deposit Agreement. 

Dated--— -- 

Subject: Security Deposit Under Proposed 

Lease Agreement No._between the 

United State* o/ America, as Lessor and 

the__- Company, os 

Lessee 

(Addressed to Administrative Contracting 
Officer) 

Inclosed herewith is certified check In the 

sum of I_to be held as security by the 

Lessor without interest for the full and 
faithful performance of all the terms and 
conditions of subject proposed lease agree¬ 
ment covering machinery and equipment of 

an estimated acquisition value of . 

It is understood that after the expiration 
or termination In whole of the lease or at 
such earlier time as the Administrative Con¬ 
tracting Officer determines It to be no longer 
required, the lessor wiU return the security 
to the lessee provided the leasee has fully 
and faithfully performed under the terms of 
said lease agreement. In the event of les-^ 
see's default or non-performance under the* 
terms of the lease, the lessor shall have the 
right to retain so much or the security as 
may be required to satisfy lessor's loss or 
damage and remit the balance of the lessee. 
If the lessor's loss or damage Is in on amount 
greater than the amount of the security, 
the lessor shall have the right to retain the 
entire amount of said security and shall 
have recourse against the lessee for any 
deficiency. 

In case of a dispute concerning a ques¬ 
tion of fact arising under this security de¬ 
posit agreement or in connection with the 
security hereinabove described such dispute 
will be resolved In accordance with the pro¬ 
visions of the '‘Dispute#** clause contained 
in the aforementioned Facilities Lease 
Agreement. 


(Signature of Lessee) 
Accepted upon conditions stated above: 

The Unites States or Ameeica 

By. 

(Administrative Contracting Officer) 

8 1013.3004 Issuance of leases. 

8 1013.3004-3 Signature of leases. 
Leases will normally be sent to lessees 
Xor signature prior to signature by the 


contracting officer. Three copies, in¬ 
cluding an original, one carbon-backed, 
and one ordinary carbon copy of the 
lease will be signed by the lessee and 
returned to the contracting officer. 
Upon receipt o l the signed copies, the 
contracting officer will, if the lease is 
otherwise in order, sign the three lessee- 
signed copies and submit them with ap¬ 
propriate explanation and supporting 
file to the approving authority. In de¬ 
termining that the lease is in order, the 
contracting officer will verify the con¬ 
tinuing availability of the terms covered 
in Appendix **A” of the lease in those 
cases where the property is not already 
in the lessee's possession. 

8 1013.3004-4 Lessee's refusal to sign . 
(a> Where a proposed lessee refuses to 
sign a lease covering property which 
may have been previously sent to him in 
anticipation of a lease agreement, ac¬ 
tion must be taken to protect the inter¬ 
ests of the Government by disposition of 
the property involved and by investiga¬ 
tion of the pertinent facts to determine 
whether or not a valid claim exists 
against the proposed lessee for trans¬ 
portation, packing, or other costs. If 
the contracting officer determines that 
a valid claim exists, the request for pay¬ 
ment and collection will be processed. 

8 1013.3005 Administration of leases. 

8 1013.3005-2 Government and AF 
priorities. Under the provisions of the 
lease, the lessee is required to use the 
leased property subject to other Govern¬ 
ment priority systems for the perform¬ 
ance of Government contracts or sub¬ 
contracts in preference to any other 
work which he may wish to perform with 
the leased property, with first priority 
being given to AF contracts and subcon¬ 
tract. The contracting officer should 
have periodic checks made to assure that 
this provision of the lease is being com¬ 
plied with. 

8 1013.3005-3 Insurance. (a> Under 
the provisions of the lease, the lessee Is 
required to maintain insurance in such 
amounts and in such form as the con¬ 
tracting officer may direct with resoect 
to any risks or perils for which the lessee 
is responsible under the terms of the 
lease and which are customarily covered 
by insurance or by a reserve for self- 
insurance according to the normal prac¬ 
tice of the lessee or the prevailing prac¬ 
tice of industry in w r hlch the lessee is 
engaged with respect to similar property 
in the same general locale. Normally, 
lessees will carry this insurance v ith- 
out direction by the contracting officer. 
If the lessee does not carry such insur¬ 
ance, the contracting officer need not 
direct it to be carried, except in those 
cases where the lessee might be finan¬ 
cially unable to repair or replace the 
Government property in the event of loss 
or damage thereto for which it Is held 
liable. 

<b> The lease provides that the lessee 
WiU save the Government harmless from 
certain liability claims. Because of this 
obligation, the lessee will normally carry 
public liability insurance, naming the 
Government as a cobcneflclary of the 
Insurance. The amount and extent of 
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such insurance is not subject to approval 
by the administrative contracting officer 
except to the extent that such approval 
may be required by the terms ol other 
Government contracts. 

$ 1013.3005-4 Maintenance . <a> To 

prevent later disputes as to the adequacy 
of the lessee’s maintenance program, the 
contracting officer should ascertain the 
lessee’s proposed maintenance program 
for the Government property. Where 
the proposed maintenance program is 
inadequate and does not comply with 
sound industrial practice, the contract¬ 
ing officer will request the lessee to cor¬ 
rect any deficiencies in the maintenance 
program. Prom time to time thereafter, 
he will check the lessee’s maintenance 
of the leased property to insure that the 
maintenance program is being followed. 

tb) Since the costs of repairs and 
parts replacements for leased property 
will be borne by the lessee according to 
the terms of the lease, title to the re¬ 
placed parts will pass to the lessee at the 
time of replacement. Lessee’s responsi¬ 
bility to return the leased property will 
be satisfied by returning the property 
containing the replacing parts, provided 
the parts have the same utility and are 
of a quality equal to or better than the 
original parts. Any or all parts Installed 
or placed on the machine tools or equip¬ 
ment to cause it to perform the function 
for which It was designed, becomes the 
property of the Government and must 
be returned with the tool upon termina¬ 
tion. In good operable condition, fair 
wear and tear excepted. Parts, supple¬ 
mental equipment, and other Items not 
included in the design function and 
which are not furnished by the Govern¬ 
ment. will remain the property of the 
contractor. The final determination in 
any specific case will be the responsi¬ 
bility of the administrative contracting 
officer. 

9 1013.3005-5 Rent. The contracting 
officer will give particular attention to 
the enforcement of the rental obligation 
Imposed by the lease. Collections made 
must be sent for deposit to the appro¬ 
priate accounting officer within 24 hours 
of receipt. At the time of transmittal 
or as soon thereafter as possible, the 
amount of the check tin payment of the 
rental indicated on supporting paper) 
will be certified by the contracting offi¬ 
cer as correct. Such certification accom¬ 
panied by supporting data, in triplicate, 
will be sent to the accounting officer, who 
will verify the accuracy and sufficiency 
of the documents submitted. 

9 1013.3005-6 Transfer or return ship¬ 
ment of property. Where a lessee de¬ 
sires or is required to return leased 
property to the Government, the prop¬ 
erty must be prepared and loaded on cars 
or trucks as provided in the lease. The 
foregoing will normally be performed at 
the lessee’s expense. 

I 1013.3005-7 Disposition of skids ; 
crates . and other packing materials . 
Since lessees are required to prepare 
leased property for shipment at their 
own expense according to the lease, skids, 
crates, and other packing materials re¬ 
ceived by the lessees on incoming ship¬ 
ments of leased property may be stored 


or otherwise disposed of as the lessee 
sees fit. The lessee's obligations with 
respect thereto will be satisfied by re¬ 
turning the leased items to the Govern¬ 
ment packed with skids, crates, and other 
materials. However, the Incoming skids, 
crates, and other materials will not be 
disposed of until the lessee has signed 
the lease or acceptance agreement, 
thereby agreeing to prepare the leased 
items for shipment at his own expense. 

f 1013.3006 Amending or terminating 
leases. 

9 1013.3006-1 Adding items to exist¬ 
ing leases. When it is desired to add 
items to existing leases, it will be neces¬ 
sary to follow the procedures for process¬ 
ing requests for new leases, including the 
establishment of the qualifications of the 
proposed lessee, the essentiality of the 
furnishing, and the availability of the 
property. Upon completion of these for. 
malities, items will be added to existing 
leases. 

9 1013.3006-2 Removal of items from 
contracts; terminations. <a> According 
to the provisions of the lease, it is neces¬ 
sary to issue an appropriate contractual 
document to effect a total or partial ter¬ 
mination of the lease whenever It Is de¬ 
sired to remove all or part of the prop¬ 
erty from the lease. Such terminations 
may be effected according to the proce¬ 
dures authorized for termination of local 
purchase contracts. Termination set¬ 
tlement agreements to leases will be 
warded and approved according to appli¬ 
cable termination procedures. 

<b> When a lessee desires to effect a 
partial termination of a lease to efTect 
the disposition of leased property which 
is no longer needed, he will be required 
to execute a notice of the type set forth 
in paragraph <c) of this section. This 
will be done in quadruplicate with one 
copy carbon-backed. The contracting 
officer will execute the acknowledgement 
contained on such form according to the 
instructions therein. After execution by 
both parties, the notice will be repro¬ 
duced and distributed in the same man¬ 
ner as a formal supplement to a lease 
agreement. When all the property has 
been removed from a lease or whenever 
desirable prior to that time, a termina¬ 
tion supplemental agreement formalizing 
the previous Informal terminations will 
be prepared, executed, and distributed 
according to normal readjustment pro¬ 
cedures. 

tc) Termination notice: 

Dated__ _ _. 

Subject: Faculties Lease Agreement No. 


Notice of Partial Termination by 
Leasee. No.__ 

Pursuant to the Clause entitled Termina¬ 
tion of the subject lease agreement notice is 
hereby given that aubject lease agreement is 
terminated 30 days after receipt of this notice 
by the Government insofar a* such lease 
covers the itera(i) listed below: 

Quality Description AF Number(s) 


It is understood and agreed that the afore¬ 
mentioned terminated portion of the baste 
lease will be properly included In and more 
particularly evidenced by a Termination 
Supplemental Agreement to the basic lease. 


(Lessee) 


ACKNOWLEDGE!EXT OF KKCCirT OF MOTfOE 

This la to certify that the above notice whs 

received by the Government on the ._ 

day of .......... 19.., and that the rental 

ending date for the Item t a) listed In such 

notice is the ...... day of ........_ 19 ._ 

(If applicable, insert here that Items were 
removed from the plant prior to the 30-cUy 
period In which event the date o( removal 
by the Government wUl be shown as the 
rental ending date and will be considered m 
the effective date of termination insofar u 
the tools removed are concerned.) 

(Contracting Officer , 

(d> Normally leases will be terminated 
for the convenience of the Oovernmmt 
only when the leased property Is required 
for a more urgent defense program. 
Lease terminations for this purpose will 
be timed within the requirements of the 
more urgent programs to minimize the 
disruption of lessee’s scheduled produc¬ 
tion. 

<1> An item of leased property will be 
considered “not used for current defense 
production” if it is not and will not be 
required for the production of any de¬ 
fense items then on a firm order or 
contract. 

(2> Delays up to 6 months in initiating 
action to terminate a lease may be al¬ 
lowed by the appropriate AMA where 
it determines that earlier terminations 
would work undue hardships upon the 
lessee. In determining whether undue 
hardships would be imposed upon a 
lessee, consideration should be given to: 

<i> Commercial commitments. 

(ii) Inability to obtain substitute ma¬ 
chine tools or production equipment. 

(lit) Substantial amount of invest¬ 
ment in engineering, tooling, etc. 

(iv) Bona-fide expectation that the 
lessee will, within a reasonable time (ap¬ 
proximately 3 to 6 months!, use the 
leased items for defense work. 

<3> In establishing whether the leased 
items would be required in the event of 
mobilization, it must be determined what 
items would be produced by the lessee 
with the leased items and that such pro¬ 
duction would be needed. However, it 
may not be possible nor is it necessary 
to identify the le ss ee ’s mobilization 
schedule in terms of specific items or 
quantities. 

• 

9 1013.3005-3 Other amendments to 
existing leases. If It is determined nec¬ 
essary to make amendments to existing 
leases for purposes other than addin 1 : or 
removing Items, such changes may be 
Incorporated in an appropriate supple¬ 
mental agreement to the lease. 

SUBPART IE—PURCHASE OF USED MACHINERY 
OR PRODUCTION EQUIPMENT 

W 

9 1013.3101 General. Used metal¬ 
working machinery. Including related 
production equipment, may only be 
purchased with Government funds 
provided: 

(a) The new or departmental reserve 
equipment cannot be obtained in time 
for the required use. 

(b) The used machinery is in good 
condition. 

(c) The used machinery can be ob¬ 
tained and rehabilitated at a cost not to 
exceed the cost of new equipment of the 
same type. 
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<d) In exceptional eases, it is clearly 
demonstrated that the difference in cost 
Is minor compared to the improvement 
In production schedules or other results 

to be obtained. 

rc> Where items of machinery are 
authorized for purchase under supply 
contracts, according to 9 13.402 of this 
title, the policy and procedures herein 

will govern. 

<f) Generally, the purchase price of 
the used tool will not exceed the ceiling 
price established by current Govern¬ 
ment ceiling regulations. 

tgi The used machinery is not now 
and has not previously been the prop¬ 
erty of the requesting contractor, except 
as approved by Hq AMC. 

S 1013.3102 Procedures and responsi¬ 
bilities. in) Each contractor request 
for authority to purchase used machin¬ 
ery in lieu of new machinery will be sub¬ 
mitted for apprrval to the designated 
contracting officer administering the 
facilities or supply contract who is 
hereby authorized to approve such re¬ 
quests meeting the criteria listed in this 
section. 

<b» If a purchase order has been 
placed for the new machinery for which 
the used machinery is being substituted, 
and the new machinery pan not be Justi¬ 
fied for use by the contractor under the 
current program, the case will be re¬ 
ferred to Hq AMC requesting considera¬ 
tion of the ordered new machine for use 
under the Air Force Production Reserve 
Program or to fill other contractors* 
requirements, 

SUBPART GG —PiOVIDING VEH'CIES TO Al* 
FOtCE CONTRACTORS 

1 1013.3301 Policy, (a) It Is AF policy 
that contractors be required to provide 
all standard commercial vehicles. This 
will not prohibit the Government from 
furnishing such vehicles where it 1s more 
economical to do so, or otherwise deter¬ 
mined to be in the best Interests of the 
Government, 

<b) Contractors may be provided spe¬ 
cial purpose vehicles which are not gen¬ 
erally available on the open market and 
which do not have an existing and ready 

resale market. 

<c> Construction vehicular equipment 
will be provided only under facilities 

contracts. 

<d> Purchase of passenger-carrying 
vehicles by the contractor, where title 
to such vehicles rests in the Government 
under any provision of the contract, is 
subject to statutory restrictions. It is 
AF policy not to acquire title to passen¬ 
ger-carrying' vehicles in this manner. 
Therefore, contractors will not be reim¬ 
bursed for cost of acquiring passenger- 
carrying vehicles under such circum¬ 
stances. Where vehicles are acquired by 
a cost-reimbursement-type contractor, 
and title is not vested in the Government, 
the contractor may charge depreciation 
for such vehicles to the contract provided 
that such charge is consistent with Part 

!?;5 hapt * r 1 o{ thU tiU * ftn <* Part 1015 

of this chapter. 

f 1013.3302 Definition. Industrial ve- 
^uipment provided as industrial 
w defined in { 13.101 <f> of 
title, which Is necessary in the ac¬ 
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complishment of the contract by having 
a direct application to the fabrication of 
the end item, used in actual test pro¬ 
grams. utilized in research leading to 
further development and the develop¬ 
ment of items that are being produced 
or will be produced for the Air Force. 

1 1013.3305 Lease; rental . (a) The 

contractor may request authority to rent 
or lease and apply the costs against ap¬ 
plicable AF contracts. Such requests 
must contain the following: 

(1) Contractor's statement why he 
will not, or cannot, provide with private 
funds. 

(2) Contractor’s Justification for the 
requirement, type, and quantity of ve¬ 
hicles required, and the costs of lease or 
rental. 

<3> Name and address of lessor or 
rental agency. 

<4> Recommendations and comments 
by the ACO on conditions connected with 
the action. 

9 1013.3309 Restrictions and license. 
(a> Government-owned motor vehicles 
will not be used by contractors for un¬ 
official purposes, including transporta¬ 
tion of personnel between their domiciles 
or residences and places of employment. 

<b) Government license plates will not 
be used on Government-owned vehicles 
provided to a contractor under the pro¬ 
visions of this chapter. When license 
plates are required by operators of such 
vehicles under the state laws, all cost 
incident thereto will be borne by the 
contractor. 

9 1013.3310 Maintenance. When ve¬ 
hicles are to be provided to a contractor, 
the contracting officer will insert in the 
contract a provision requiring the con¬ 
tractor to maintain and repair Govern¬ 
ment-owned vehicles, including normal 
parts replacement. 

9 1013.3311 Modification and can¬ 
nibalization. (a) It will become neces¬ 
sary from time to time to modify or can¬ 
nibalize to meet production schedules. 
To keep such actions to an absolute 
minimum and maintain records of costs 
and usability. It will be necessary to re¬ 
ceive written approval prior to modifica¬ 
tion or cannibalization of any item of 
vehicular equipment held under contract 
within the scope of this subpart. 

(b> Such requests will Include the fol¬ 
lowing information: 

(1» Nomenclature and AF identifica¬ 
tion number of the vehicle to be modi¬ 
fied. When cannibalization is being 
requested both vehicles will be so 
identified. 

(2) Estimated cost and time limita¬ 
tions involved. 

<3» When modification is involved, the 
use will be justified and details of 
modification submitted. 

■ 4) Requests for cannibalization of 
nonusable equipment must carry a rec¬ 
ommendation of a qualified AF quality 
control representative, that the vehicle 
from which the parts will be taken is 
obsolete or beyond economical repair and 
cannibalization is justified and to the 
best interests of the Government In 
such Instances the fully cannibalized 
vehicle will be disposed of as scrap. 
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fc> Temporary cannibalization of us¬ 
able equipment will be made at the dis¬ 
cretion of the ACO. and the vehicle frojn 
which the parts are taken will be placed 
in operable condition by the contractor 
as soon as parts can be obtained. 

9 1013.3312 Operation and personnel. 
The ACO will direct the contractor to 
submit, for review, rules and regulations 
established by the contractor for the 
operation of Government-owned vehi¬ 
cles. The contracting officer will make 
unilateral declarations of idle equipment 
when it is determined that a contractor 
Is misusing Government-owned vehicles. 
Government-operator permits will not 
be used by the contractor. The con¬ 
tractor is responsible, under the con¬ 
tract. to comply with local laws. The 
contracting officer will ascertain that the 
contractor provides competent, careful 
and conscientious operators in compli¬ 
ance with good commercial practice and 
State Safety Codes. 

SUBPAtT HH—ACQUISITION OF EXCESS 
NONSTOCKLISTED FACILITIES 

9 1013.3402 General conditions. <a> 
It is AF policy that the providing of facil¬ 
ities to fill a contractor’s requirement will 
be made from excess Government prop¬ 
erty in every possible instance. 

(b) It is mandatory that shipping 
costs on facilities covered by this subpart 
be kept to a minimum. Therefore, it is 
generally to the best interest of the Gov¬ 
ernment to reallocate property to re¬ 
quiring contractors nearest the initial 
point of shipment. 

(c) Industrial facilities may be trans¬ 
ferred to a requiring AP contractor when 
coverage is provided under his facilities 
contract and'or lease. In the absence 
of a facilities contract or lease, the prop¬ 
erty may be covered by the supply or 
service contract only in accordance with 
5 13.402 of this title. 


Past 1014— Inspection and Acceptance 
Bee. 

1014.001 Oeneral policy. 

Subporf A—Inspection 

1014100 Definitions. 

1014.101 General. 

1014.102 Responsibility for Inspection. 

1014.102- 1 Inspection Interchange agree¬ 
ments. 

1014.102- 2 Inspection for other Government 
agencies. 

1014 108 Inspection requirements, 

1014.103- 1 Points of Inspection. 

1014.103- 2 Inspection at source. 

1014 103 3 Inspection at destination. 

1014.104 Rejection of nonconforming sup¬ 
plies or services. 

1014 105 Inspection under subcontracts. 
1014.106 Contract clauses. 

Subporf B— Acceptance 

1014 203 ResponsibtUty for acceptance. 

1014 204 Supplies or services not conforming 
with contract requirements. 

1014.250 Procurement inspection markings. 

AtrrHosTTY: If 1014 001 to 1014.250 Issued 
under sec. 8012. 70A Stat. 488, 10 U. 8. C. 
8012. Interpret or apply secs. 2301-2314, 70A 
Stat. 127-133; 10 U. 8. C. 2301-2314, 

91014.001 General policy. <a) All 
supplies and services procured by the Air 
Force, including supplies which are pro- 
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cured according to provisions of Subpart 
A. Port 4. Chapter I. of this title. “Single 
Department Procurement.** will be in¬ 
spected and accepted according to the 
provisions of this part. Inspection will 
be conducted only when a bona fide con¬ 
tract exists, or when there is reasonable 
assurance that the supplies inspected 
will be reserved for delivery on Air Force 
or other military contracts. 

<b> Conformance with contractual re¬ 
quirements of supplies presented to the 
Air Force will be determined on the basis 
of objective quality evidence. Such evi¬ 
dence will be obtained by the contractor 
and will be evaluated and verified by the 
AF Quality control representative exer¬ 
cising surveillance over the contractor’s 
facility. Evidence may also be obtained 
independently by AF quality control per¬ 
sonnel. Product inspection by AF qual¬ 
ity control personnel will be used to the 
extent necessary to verify evidence of 
quality submitted by the contractor, or 
It may be used to determine acceptability 
of supplies on an individual or lot basis. 
The amount of evidence obtained or 
verified through product inspection by 
AF quality control personnel will depend 
upon the nature and intended use of the 
product and the effectiveness of the con¬ 
tractor's control over quality. 

SUBFART A—INSPECTION 

II 1014.100 Definitions . The terms 
used in the AF quality control program 
have specific meanings which must be 
understood to properly implement the 
quality control policy. # 

(a> ‘•Production identification:** A 
determination of the products which are 
to be inspected and an Identification of 
the processes involved in order that AF 
quality control operation can be planned. 

<b> “Product inspection:** The visual 
or physical inspection tests or examina¬ 
tions of the physical and functional 
characteristics of parts, assemblies, and 
completed products. 

<c) “Product inspection surveillance:** 
The determination by the Air Force that 
the contractor’s procedures and opera¬ 
tions for examination of the dimen¬ 
sional. physical. and functional 
characteristics of the product conform to 
AF requirements. Surveillance consists 
of evaluation and verification of evidence 
furnished by the contractor, and anal¬ 
ysis of all the information derived there¬ 
from. 

<d> “Evidence:** Any information by 
which a statement or an observation 
may be proved to be true. When infor¬ 
mation regarding the quality of a prod¬ 
ucts is of a kind that can be fully checked 
such information is said to be objective. 

i 1014.101 General. Mast military 
contracts contain a standard inspection 
clause which requires that the contrac¬ 
tor provide and maintain an inspection 
(quality control) system acceptable to 
the Government. To provide a uniform 
standard for an acceptable quality con¬ 
trol system, the Air Force has issued 
specification MIL-Q-6923 < US AF > 
(Quality Control Requirements. Gen¬ 
eral) <MIL-Q-7640 for chemicals)* 
which specifies the general requirements 
for an acceptable contractor's quality 
control system. Specification MIL-Q- 
6923 will normally apply to AF contracts 
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for items or procurements other than 
those classes exempted by the specifica¬ 
tion. Any change to the requirements 
within the specification or deletions de¬ 
sired but not covered by paragraph 1.2 
of the specification will be submitted 
for coordination and approval by Quality 
Control. Hq AMC. When another mili¬ 
tary service is performing inspection and 
acceptance functions for the Air Force, 
the quality control procedures of the 
performing service are acceptable to the 
Air Force. In such cases compliance 
with specification M1L-Q-5923 is at the 
discretion of the Inspecting service. 

(a) AF Quality control program. (1) 
The Air Force practices quality control, 
which includes but is more comprehen¬ 
sive than inspection. In assuring that 
supplies accepted from contractors con¬ 
form to contract and specification re¬ 
quirements. This is appropriate since 
AF quality control is concerned with the 
many functions which govern the over¬ 
all quality of supplies such as the control 
of raw materials, tools, gages, and those 
aspects of manufacturing processes that 
have a bearing on quality. 

(2) In the interest of efficiency and 
economy the Air Force uses a surveil¬ 
lance system in performing its quality 
control functions. AF surveillance over 
a contractor’s quality control system is 
exercised to determine the effectiveness 
of the contractor's quality control sys¬ 
tem as an aid in determining that sup¬ 
plies accepted by the Air Force conform 
to contractual requirements. When ob¬ 
jective quality evidence obtained by the 
contractor is evaluated and verified by 
AF quality control personnel, the in¬ 
spector is assured that the contractor’s 
quality control system and the supplies 
he presents for acceptance meet the 
terms of the contract. 

(b) AF quality control plan. (1) 
Plans and records are two key factors 
in the concept of AF surveillance over a 
contractor's quality control system. The 
contractor must plan hb quality con¬ 
trol system to assure that It covers all 
functions that affect quality as well as 
provide for systematic inspection and 
testing. Likewise, the AF inspector must 
have a plan of the. way in which he will 
exercise surveillance over the contrac¬ 
tor's system. The contractor must 
maintain records of inspections and tests 
performed to provide objective quality 
evidence that the supplies he produces 
are of the desired quality. The Air Force 
must also maintain records of inspec¬ 
tions and tests accomplished by AF per¬ 
sonnel in verifying quality evidence 
submitted by the contractor. 

(2) Hq AMC has designed a plan to 
realize two objectives: <i) complete, ac¬ 
curate, and objective surveillance inspec¬ 
tion at contractor's facilities and (il> 
reliable and comparable inspection rec¬ 
ords for local. APD. AMA, or Hq AMC 
analysis. Three basic features are in¬ 
corporated in this plan to Insure sim¬ 
plicity, completeness, and adaptability: 

<a) Only essential quality control 
functions are included. Simplified tech¬ 
niques and forms have been used 
throughout. 

<b> Standard record forms and guide 
lists are provided for most types and 
phases of surveillance inspection. 


(c) The selection of AF inspection sta¬ 
tions, checklists, and samplying quanti¬ 
ties is the responsibility of the local 
AF quality control representative. This 
makes the plan adaptable to the different 
circumstances found in each facility. 

8 1014.102 Responsibility for inspec¬ 
tion. 

81014.102-1 Inspection interchange 
agreements, (a) All military procure¬ 
ment quality control at supplier*' plants 
will be conducted by a single military 
activity, except that the following type* 
of contracts may be exempt from inspec¬ 
tion interchange: (1) research and de¬ 
velopment. and (2) production contracts 
which involve the maintenance or devel¬ 
opment of highly technical or unusual 
skills that, for mobilization purposes, 
must be preserved by a cadre of the in¬ 
spection activity. Inspection by a single 
Inspection activity will be achieved by 
interchange of inspection Services among 
the Departments of the Army. Navy, and 
Air Force. AMC will take positive action 
to eliminate all cases of quality control 
duplications. AF quality control proce¬ 
dures will be used when inspection is 
performed by the Air Force on supplies 
procured by or for another department 
or agency. 

<b> AMC-BuAer agreement (see 
8 1004.255-3 <h> of this chapter), covers 
not only inspection, testing, and accept¬ 
ance, but provides for exchange of other 
field service functions such as contract 
administration, engineering changes, 
data. GFAE, progressing, expediting, and 
shipments. When inspection functions 
are exchanged on Bureau of Aeronautics 
and Aviation Supply Office contracts, 
subcontracts and purchase orders, pro¬ 
gressing and expediting functions will 
also be exchanged. Quality Control. Hq 
AMC, maintains and issues a fist of such 
assignments betw’een AMC and BuAcr. 

(c) Interchange agreements may be 
extended ta foreign government agencle* 
where procurements are being made by 
the Air Force in countries where suitable 
quality control practices have been es¬ 
tablished. 

(d» AMC Is assigned responsibility for 
procurement inspection and associated 
administrative functions for all petro¬ 
leum products procured by the military 
departments within the geographical 
area designated as the faidconunent- 
Gulf Coast Area. This area is composed 
of the State? of Montana. North Dakota, 
South Dakota. Minnesota. Wisconsin, 
Michigan, Ohio. Indiana, Illinois. Iowa, 
Nebraska, Wyoming. Colorado. Kansas, 
Missouri, Kentucky, West Virginia. Ten¬ 
nessee, Mississippi. Alabama. Florida. 
Louisiana. Arkansas, Oklahoma, Texas, 
and New Mexico. This responsibility in¬ 
cludes the conduct of all quality control 
and inspection operations incident to 
tanker or barge movement of petroleum 
products by the Military Sea Transport 
Service or commercial transportation, 
and surveillance inspection and quality 
control of leased storage at refiner*' 
plants within the assigned area. Sur¬ 
veillance inspection and quality control 
of petroleum products in depots, termi¬ 
nals, and installation storage remains 
the responsibility of the owning depart¬ 
ment. The Department of the Army 
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iQuartermaster Corps) has been as¬ 
signed identical responsibilities for pe¬ 
troleum procurement inspection within 
the New England area composed of the 
States of Maine. New Hampshire. Ver¬ 
mont Massachusetts. Rhode Island. 
Connecticut, New York, and the New 
Jersey counties of Monmouth, Middlesex. 
Somerset, Hunterdon. Warren, Sussex. 
Morris. Passaic. Union. Hudson, Bergen, 
and Essex. The Department of the 
Navy 'Chief of Naval Material* has been 
Hastened identical responsibilities for 
petroleum procurement inspection with¬ 
in die east coast and west coast areas 
composed of the New Jersey counties of 
Mercer. Burlington, Ocean, Camden. 
Gloucester, Salem, Cumberland, Atlantic, 
and Cape May, and the States of Penn¬ 
sylvania. Delaware, Maryland. Virginia. 
North Carolina, South Carolina, Georgia, 
Washington. Oregon. Idaho. Utah. Ne¬ 
vada, California, and Arizona. 

11014.103- 3 Inspection for other Gov¬ 
ernment agencies . ’‘Other Government 
agencies” are construed to mean United 
States agencies other than military. Air 
Force inspection may be performed for 
other Government agencies when such 
inspection would not unduly affect mili¬ 
tary inspection operations. 

f 1014 103 Inspection requirements . 

11014.103- 1 Points of inspection. <a> 
Each AP contract will specify the place 
or places at which inspection and/or ac¬ 
ceptance of supplies and services arc to 
be made by the Government according to 
the criteria hereinafter specified. To aid 
In determining the point of inspection, 
the procuring and quality control activi¬ 
ties of AMC will collaborate in establish¬ 
ing categories of items which are subject 
to either source or destination inspection 
and acceptance. The procuring organi¬ 
zation will also coordinate with quality 
control on procurements needing special 
consideration in determining the proper 
place of inspection and acceptance. In¬ 
spection facilities of AF laboratories will 
be used to the extent practicable in ac¬ 
complishing inspections and tests which 
cannot otherwise be properly accom¬ 
plished. 

tb* Changes in point of final inspec¬ 
tion will be made by appropriate contract 
amendment in advance and prior to the 
time any such order becomes effective. 

f 1014.103-2 Inspection at source . 
The criteria furnished in $ 14.103-2 of 
this title will be used as a guide In deter¬ 
mining whether inspection at source 

:-hould be specified. 

8 1014.103-3 Inspection at destination. 
criteria furnished in 8 14.103-3 of 
this title will be used in determining 
whether inspection will be accomplished 
■t destination. Small purchases which 
oo ru>t require special inspection tech¬ 
niques or equipment for inspection or off- 
the-shelf purchases made from suppliers 
other than manufacturers will generally 
H*ctfy inspection at destination. 

? 1014.104 Rejection of nonconform - 
supplies or services. Whenever re- 
i ction is Intended and It appears that 
contractor w ill not be able to correct 
replace nonconforming supplies or 
services within the required delivery 
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schedule or the contractor persists In 
offering nonconforming supplies or serv¬ 
ices for acceptance, full particulars will 
be furnished the administrative contract¬ 
ing officer for further action, 

4 1014.105 Inspection under subcon¬ 
tracts —(a) Policy. It is Department of 
Defense policy to perform under certain 
conditions Government quality control 
and inspection functions at plants having 
subcontracts or purchase orders to fur¬ 
nish articles for use on Government 
prime contracts. The primary’ purpose 
of such inspection is to asist the Govern¬ 
ment inspector at the receiving contrac¬ 
tor’s plant in determining the conform¬ 
ance of purchased parts, components, 
and assemblies with contractual require¬ 
ments. It is merely a preliminary Gov¬ 
ernment inspection and does not guar¬ 
antee final acceptance. This inspection 
does not relieve the prime contractor of 
his responsibility to furnish an accepta¬ 
ble end article. 

<b> Applicability . Normally. Govern¬ 
ment inspection under subcontracts is 
conducted on supplies which affect the 
safety, performance, or interchangeabil¬ 
ity of the end item and which are of such 
a nature that adequate inspection cannot 
be satisfactorily or economically con¬ 
ducted upon receipt at the receiving con¬ 
tractor’s facility. These arc referred to 
as “policy” Items. The inspector at the 
prime contractor’s plant Informs the 
contractor of the types of supplies on 
which Government inspection under sub¬ 
contracts is required and the procedures 
for processing requests for such inspec¬ 
tion. 

(c) Automatic source inspection. At 
certain facilities and on certain com¬ 
modities, Government Inspection of sub¬ 
contracted materials is conducted with¬ 
out requiring formal processing of Gov¬ 
ernment inspection requests. Under this 
procedure, rather than processing re¬ 
quests through military channels, the 
contractor originating the purchase or¬ 
der provides the source plant with an 
additional copy of the purchase order 
for use of the Government inspector. 
All military departments will honor on 
an automatic basis requests for Govern¬ 
ment Inspection of material listed on an 
“Automatic Source Inspection Commod¬ 
ity List” approved by the Department of 
Defense. In addition to the commodity 
list, the Air Force has established a list 
of facilities which will honor inspection 
requests on an automatic basis. The 
mere listing of an item on the commod¬ 
ity list or the fact that the item is being 
procured from a facility on the facility 
list does not Justify a request for Gov¬ 
ernment inspection. These requests 
should be mode only on the basis that 
Government inspection is required, 
(Sec paragraph <b) of this section.) 

(d) Mill run source inspection. Mill 
run inspection Is a procedure established 
primarily for reducing Government in¬ 
spection by checking continuous produc¬ 
tion at point of manufacture as opposed 
to Inspection of numerous quantities at 
various receiving points. To participate 
in this plan, the contractor must com¬ 
ply with the requirements of the plan. 
A list of manufacturers, distributors, and 
approved items is prepared and pub¬ 


lished by Quality Control, Hq AMC, for 
the information and guidance of those 
concerned with the program. 

4 1014.106 Contract clauses. Sec Part 
7, Chapter I. of this title and Part 1007 
of this chapter. 

SUBMIT a— ACCEPTANCE 

4 1014.203 Responsibility for accept¬ 
ance —<a> Certificate acceptance. (1) 
Certificates or other statements of qual¬ 
ity or quantity may be considered, at the 
discretion of the procuring activity, a 
proper element in determining whether 
supplies or services are in conformance 
with the contract, but such certificates 
or other statements, except as provided 
in this subpart, will not be considered as 
eliminating the necessity for inspection 
of supplies or services for the Govern¬ 
ment. An exception to the foregoin? 
exists, however, for supplies of a simple, 
noncritical standard or commercial na¬ 
ture which may be accepted without 
physical inspection by the Government 
at the discretion of the procuring activ¬ 
ity upon the receipt of a properly exe¬ 
cuted certificate. This is know n as “Cer¬ 
tificate Acceptance.” The phrase applies 
to the technique of accepUng supplies 
for the Government without performing 
any prior physical inspection on tho 
items being procured and without con¬ 
ducting AF surveillance over the facility. 
The standard contract clause to permit 
use of certificate acceptance, when ap¬ 
propriate is contained In I 1007.4014 of 
this chapter. 

(2) Occasionally it may be necessary 
for the administrative contracting offi¬ 
cer to request contractors to make ex¬ 
pedited shipments of supplies. If such 
articles are delivered to the Government 
without prior physical inspection, and if 
they are the type of supplies referred to 
in paragraph (1) of this section, the 
chief of the quality control activity may 
accept them on a certificate basis and 
request the contractor to furnish him the 
necessary certificate and oth^r data. 

5 1014.204 Supplies or services not 
conforming with contract requirements. 
AF contracts provide that the Govern¬ 
ment has the right to reject materiel 
(the term ’materiel” includes Items, 
services, and materials) not conforming 
to contract requirements. AF contracts 
also recognize that changes in specifi¬ 
cations may be necessary during per¬ 
formance on the contract and give the 
Government the right to order changes 
which arc to the Government’s Interest. 
Reasonable judgment is to be exercised 
in authorizing changes and in determin¬ 
ing whether nonconforming materiel is 
to be rejected or can be accepted without 
adversely affecting quality. 

(a) The following definitions apply to 
this section: 

(1) “Variations” are minor departures 
from or changes to contract provisions 
which do not: (i> adversely affect safety, 
performance, or durability, <ii> ma¬ 
terially affect weight, rill) adversely 
affect interchangeability of either parts 
or assemblies, or Civ) depart from tho 
basic objectives of the specification'?. 
Any departure or change within this 
definition which results in increased or 
deceased costs requiring an adjustment 
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will be considered a “deviation," as de¬ 
fined in subparagraph (2) of this para¬ 
graph, and handled accordingly. 

(2) “Deviations" are departures from 
or changes to contract requirements 
which: (I) are in excess of “variations." 
but which do not adversely affect safety, 
or (ii) require an adjustment because of 
Increased or decreased costs. 

<b> T^ie following subparagraphs set 
forth the procedures for accepting non- 
conforming materiel and for authorizing 
changes to contract requirements. 

(1) Authorization . “Variations" may 
be accepted or authorized locally without 
requiring formal changes to the contract 
provisions. “Deviations." however, must 
be authorized under the Changes clause 
of the contract and processed according 
to established procedures for contractual 
coverage by issuance of appropriate 
amendment (change order, supplemental 
agreement, or CCN) pursuant to Subpart 
C. Part 54. of this chapter. 

(2) Materials review . The inspection 
procedure for determining whether non- 
conforming articles and parts are within 
the limits of a “variation" or “deviation" 
is covered by AM CM 74-1. 

<3> Engineering changes . (i) “Engi¬ 

neering changes" are design changes, in¬ 
cluding material substitutions of the type 
outlined in this instruction. Other 
changes such as tooling changes which 
may be made by contractors are not In¬ 
cluded in this definition or procedure. 

<ii) The chief. APD or AFPR will es¬ 
tablish an AF Engineering Change Re¬ 
view program to assure that contractors 
properly classify all proposed engineer¬ 
ing changes, and will designate personnel 
with engineering qualifications to super¬ 
vise the program. Such personnel may 
rcdelegate this review* to selected in¬ 
spectors. but they will, through surveil¬ 
lance over the program, be responsible 
that changes are reviews as soon as 
practicable, and in any event prior to 
acceptance of the end article. This re¬ 
view may be on a surveillance basis; if 
conducted on this basis, it w ill be accom¬ 
plished according to quality control 
surveillance procedures. Engineering 
Change Proposals iECP*s> or other de¬ 
sign changes which the contractor indi¬ 
cates are “deviations" (Class 1 Changes) 
and which, therefore, require submission 
to the procuring activity for approval 
need not be screened by plant or area 
personnel. All proposed engineering 
changes determined by the contractor 
to be “variations" (Class II Changes) 
may be released for production without 
Government approval. The contractor 
will forward to the chief. APD. AFPR. or 
their designees, a copy of the change 
concurrent with the release to produc¬ 
tion. This authorization to release the 
"variation" for production does not con¬ 
stitute acceptance of the change. The 
contractor will be notified as early as 
practicable of any doubtful cases of ac¬ 
ceptability of the change prior to com¬ 
pletion of the end product. When proper 
classification is in question, the desig¬ 
nated inspector will immediately bring 
the case to the attention of the chief. 
APD. AFPR, or their designee. If any 
of the changes classified by the con¬ 
tractor as Class II changes are deter¬ 
mined to be "deviations," they will be 
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forwarded to the procuring activity for 
appropriate action. 

(4) Departures or substitutions in 
materials. When there is a departure 
in the physical properties of a part from 
those required by the specifications and 
drawings, the part may be accepted as 
a “variation" provided Us quality and 
utility are unaffected. A material sub¬ 
stitution is considered a "variation” pro¬ 
vided the substituted material is equal 
to or better than the original material. 

(5) Handbooks and parts catalogs. 
When there is a variation in the techni¬ 
cal content or format of a technical 
order handbook or parts catalog, the 
publication may be accepted, provided 
the "variation" does not depart from the 
basic objectives 9 f the specifications and 
its quality and utility are not adversely 
affected. 

<6) Packaging departures. Packag¬ 
ing specifications are so drawn that the 
minimum requirements are established. 
Departures from strict conformance to 
packaging specifications may be ac¬ 
cepted as "variations" only if such 
departures are equal to or a definite 
improvement to the minimum require¬ 
ments of the specifications. 

(7) Effect on costs. The administra¬ 
tive contracting officer will be informed 
of any instance where articles are to be 
accepted within the "variation" limits, 
when the articles were produced at less 
cost. “Variations" resulting in in¬ 
creased costs will be considered "devia¬ 
tions" and will be forwarded to the 
administrative contracting officer for 
further action. 

(8) Variation vs. deviation. Where 
doubt exists as to proper Identity, either 
"variation" or “deviation," the matter 
will be referred to the administrative 
contracting officer. Upon notification 
from the administrative contracting of¬ 
ficer that the proper identity is a “varia¬ 
tion," acceptance may be accomplished 
without contractual amendment. Upon 
notification-that the proper identity is a 
“deviation," the contractor will be re¬ 
quested to submit a request for “devia¬ 
tion" and If approved, contractual 
amendment will be necessary. 

<c) Oeneral basis for deviations: “De¬ 
viations" may be prepared for-any of the 
following reasons: 

(1) To authorize the immediate adop¬ 
tion of approved specification changes 
without awaiting re-issuance of the 
specification. 

(2» To authorize changes to facilitate 
production to meet emergency needs. 

(3) To authorize use of nonspecified 
material. 

(4) To authorize acceptance of articles 
fabricated by a new process resulting in 
parts which depart from the specifica¬ 
tions but are interchangeable with those 
made in strict compliance w ith specifica¬ 
tions. 

(5> To authorize departures from 
specification requirements os to inspec¬ 
tions and tests. 

(6) To authorize changes in packag¬ 
ing and marking. 

(7) To allow manufacturers a limited 
period of time in emergencies to develop 
facilities to produce to new or revised 
specifications. 

No implementation. 


$ 1014.250 Procurement inspection 
markings. Stamps used by quality con¬ 
trol activities to indicate inspection 
status of materiel will be approved De¬ 
partment of Defense designs. AMC will 
prescribe the conditions under which in¬ 
spection stamps wall be used. 

(a) Partial (Circle) Inspection Ap¬ 
proval Stamp w’ill be used to identify 
materiel which has successfully met only 
some portion of the inspection require¬ 
ments applicable to the materiel at the 
Ume and place of Inspection. 

<b) Complete (Square) Inspection Ap¬ 
proval Stamps will be used to identify 
materiel which is in complete conform¬ 
ance with all inspection requirements 
applicable to the materiel at the time 
and place of inspection. One imprint 
of the square stamp will serve to void 
multiple partial approvals. 


Part 1015 — Contract Cost Principles 
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SUBPART A—APPLICABILITY 

i 1015.150 Costs suspended and or 
disallowed under cost-reimbursement 
type contracts —(a) General policy. As 
a general rule, it is AF policy that con¬ 
tractors will be notified promptly in 
writing when costs claimed for telm- 
bursement are either tentatively De¬ 
pended or finally disapproved as not 
being propcfly supported, not allowable 
according to the terms of the con t met- 
or not reasonably incident or allocable 
to the performance of AF cost-reim¬ 
bursement-type contracts. 

11015.152 Coordination of indirect 
dost problems where other services ore 
involved. Certain Air Force contracts 
arc being performed in plants where 
other departments or agencies of the 
Government also have contracts. Occa¬ 
sionally. differences in policies or operat¬ 
ing procedures of the activities involved 
may cause failure to promptly resolve a 
problem at the local level and prevent 
approval of costs by the administrative 
contracting officer. To resolve cost prob¬ 
lems. consideration will be given to .“tick 
various factors as total dollar amount 
and the cost principles and precedents 
or policies involved. When acttleineni 
of a problem by the involved agencie* 
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cannot be accomplished at the local level, 
the problem will be referred for resolu¬ 
tion to the next higher level and. if nec¬ 
essary* to Hq AMC. 

t 1015 153 Contractors * cost account¬ 
ing systems, (a) It is AP policy that the 
Auditor General, USAF. will determine 
the adequacy of the cost accounting sys¬ 
tem of a contractor or potential con¬ 
tractor for the Air Force. 

<bj This evaluation of a contractor’s 
or potential contractor’s cost accounting 
system will be performed upon request 
of the responsible contracting officer. 

<c> In determining the reliability of 
my contractor or potential contractor, 
the responsible contracting officer will 
give dur consideration to the findings of 
the Auditor General, USAF. 


SUtf ART R-SUPflY AND RESEARCH CON¬ 
TRACTS WITH COMMERCIAL ORGANIZATIONS 

f 1015 204 Examples of items of allow - 
able costs. The following lettered para¬ 
graphs implement the corresponding 
lettered paragraph of 5 15.204 of this 

title. 

<a> Advertising In trade and technical 
journals, provided such advertising docs 
not offer specific products for sale but 
is placed for the purpose of offering fi¬ 
nancial support to Journals which are 
valuable for the dissemination of tech¬ 
nical information within the contractor's 
industry. 

<b> Bonds and insurance, including 
self-insurance. No implementation. 

<c> Compensation of corporate offi¬ 
cers. executives, and department heads. 

No implementation. 

<di Depreciation and depletion, based 
on cost of acquisition. 

<li Depreciation expense in a given 
period is the result of the allocation of 
the entire cost of depreciable assets over 
a series of fiscal periods comprising Its 
service life. Generally accepted account¬ 
ing principles recognize several methods 
of computations Such as straight-line, 
composite rate, machine-hour, declining 
balance, and sum-of-the-years-dlgits 
methods. In general, the contractors* 
depreciation methods and rates will be 
accepted if consistently applied and ac¬ 
ceptable for Federal income tax purposes, 
except that this statement will not be 
interpreted to apply to tax amortization 
of certificate of necessity facilities in 
°* nornaa l depreciation. Accept¬ 
able “true depreciation” rates for such 
fttcllities are determined by the cognizant 
Emergency Facilities Depreciation Board. 

<2> Depreciation is acceptable only on 
jacllitles actively In use plus a reason¬ 
able amount of standby equipment. In 
this instance, one measure of reason¬ 
ableness may be the terms of the con¬ 
tract with respect to standby equipment. 

(3 * many cases, a contractor’s ap- 
proved accounting system permits 
charging Uie cost of equipment to ex¬ 
pense if the cost of individual pieces is 
relatively small. If, however, a sub¬ 
stantial quantity of equipment is ac- 
Qu*red during a period of expansion or 
m equipping a new plant or department, 
je total cost of such equipment should 
: considered as a capital outlay and 
should be capitalized. 


(4) If a substantial amount of equip¬ 
ment is Government-furnished and this 
action releases all or a major portion of 
contractor-owned equipment for com¬ 
mercial business, special consideration 
should be given in arriving at the pro¬ 
portionate amount of depreciation prop¬ 
erly chargeable to Government contracts. 

(5> An additional allowance for de¬ 
preciation based on mulU&hift operation 
may be considered on the basis of in¬ 
creased wear on equipment, provided the 
normal depreciation factor was predi¬ 
cated on a substantially lower level of 
usage. Use of a machine-hour or out¬ 
put method would automatically provide 
for increased depreciation based on in¬ 
creased usage. When depreciation 
method is based on a calendar time fac¬ 
tor, some equitable adjustment for 
multishift operation may be made. In 
considering an adjustment for multi- 
shift operation, it should be recognized 
that the incidence of obsolescence, one 
of the prime factors of depreciation, is 
not increased by accelerated usage. 

<6> In determining the reasonableness 
of depredation rates, due consideration 
must be given to contractor’s mainte¬ 
nance program. 

(e) Directors and executive committee 
fees and expenses; the expenses of stock¬ 
holders* meetings, annual reports, and 
reports and returns prepared for govern¬ 
mental authorities; and registry and 
transfer charges resulting from changes 
in ownership of securities issued by the 
contractor. • No implementation. 

<f> Freight, transportation, and ma¬ 
terial handling. No implementation. 

(g) Improvement of working condi¬ 
tions, employer-employee relations, and 
standards of performance. No imple¬ 
mentation. 

<h» Jigs. dies, fixtures, patterns, draw¬ 
ings. and special tools. No implementa¬ 
tion. 

(i> Legal, accounting, and consulting 
services and related expenses. 

(1) Legal and accounting expenses 
should be Indirect and the following fac¬ 
tors considered: <i) the services are 
necessary to conduct the business or 
represent the recurring services nor¬ 
mally required: ill) the charges are 
reasonable and commensurate with the 
sendees rendered: <iii> whether the serv¬ 
ices are rendered in connection with 
matters in which conflict of interest be- 
tw r cen contractor and Government exists; 
and <iv> the charges are not specifically 
disallowed by f^art 15, chapter 1 of this 
title. 

(2) If the administrative contracting 
officer deems it advisable, he may take 
the following action prior to approving 
vouchers for fees of attorneys or ac¬ 
countants who are not full-time em¬ 
ployees of the contractor: 

(i) Direct a memorandum to the staff 
judge advocate of the office having ad¬ 
ministrative cognizance requesting an 
opinion as to whether the cost of attor¬ 
ney’s services Is reasonable and clarifica¬ 
tion of specific questions as to legality 
of the proposed charge. Similarly in 
the case of accountants' fees, a memo¬ 
randum may be directed to the appro¬ 
priate Auditor General district chief 
requesting review' and recommendations 


In respect to proposed charges. In order 
for the office of the staff judge advocate 
or Auditor General district chief as the 
case may be, to consider all relevant data 
upon which to base an opinion, the mem¬ 
orandum will provide all pertinent in¬ 
formation. 

Ol > Any recommendations submitted 
by office of the staff judge advocate or 
Auditor General district diief, as the 
case may be. are not binding on the con¬ 
tracting officer but are advisory only. 

(3) Where reimbursement of attor¬ 
neys' fees is sought In connection with 
representation of a contractor in suits 
asserted under the Fair Labor Standards 
Act (52 Stat. 1060; 29 U. 8. C. 201). the 
procedures set forth in subparagraph (2) 
of this paragraph will be mandatory 
rather than permissive and the memo¬ 
randum concerning such fees will be re¬ 
ferred directly to the staff judge advocate 
of the office having administrative cog¬ 
nizance as heretofore indicated. Al¬ 
though such submission Is mandatory, 
the recommendation of the staff Judge 
advocate concerning such legal fees is 
not binding but advisory only. 

(4) In the cose of charges for attor¬ 
neys* and accountants' fees incurred by 
a cost-reimbursement-type subcontrac¬ 
tor under a cost-reimbursement-type 
prime contract, the principles and proce¬ 
dures above are equally applicable. In 
addition, requests for advice should be 
accompanied by a copy of the sub¬ 
contract. 

(5) In general, retainer fees are not 
allowable items of cost as such, but may 
be allowed upon compliance with the re¬ 
quirements, principles, and procedures 
set forth in this part. 

(J> Manufacturing and production 
engineering, that Is. engineering related 
immediately to manufacturing and pro¬ 
duction as distinguished from research 
experimentation, and development. No 
implementation. 

<k> Materials and supplies. No imple¬ 
mentation. 

(1) Membership In trade, business, 
and professional organizations. No im¬ 
plementation. 

<m> Miscellaneous office and admin¬ 
istrative services and supplies, including 
communication expenses. No implemen¬ 
tation. 

<n> Overtime compensation for direct 
or Indirect labor, to the extent expressly 
provided for elsewhere in the contract or 
otherwise authorized by the Government. 

(o) Patent, purchased designs, and 
royalty payments, to the extent expressly 
provided for ebew here in the contract or 
otherwise authorized by the Government. 

<p) Pension and retirement plans and 
group health, accident, and life insur¬ 
ance plans. No Implementation. 

<q) Plant maintenance and protec¬ 
tion. No implementation. 

(r) Recruiting (including ‘'help 
wanted” advertising) and training of 
personnel. Help wanted advertising Is 
allowable to the extent that such costs 
are reasonable in relation to total re¬ 
cruitment costs. 

(s> Research and development specifi¬ 
cally applicable to the supplied or serv¬ 
ices covered by the contract. No imple¬ 
mentation. 
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<t) Salaries and wages, direct and 
indirect. No implementation. 

(u) Subcontracts and purchase orders. 

(v) Taxes. No implementation. 

<w) Traveling expenses: 

(1) Traveling expenses directly attrib¬ 
utable to the performance of the con¬ 
tract may be charged directly to the 
contract (preferably covered by a con¬ 
tract provision*, provided like expenses 
incurred on other work are charged to 
the other work. 

(2) Travel expenses incurred in the 
normal course of administration of the 
business and applicable to the entire 
business are acceptable charges to over¬ 
head. Traveling expenses Incurred in 
sales effort should be charged to selling 
expense and considered under the gen¬ 
eral heading of selling and distribution 
expense. 

(3) Travel expenses as related to sub¬ 
sistence and lodging may be reimbursed 
either on an actual or per diem basis. 

(4) Public transportation costs will be 
reimbursed at actual cost unless the cost 
of public accommodations used is con¬ 
sidered unreasonable under the circum¬ 
stances. Mileage or other allowances 
granted for the use of private convey¬ 
ance should be the subject of special 
agreement and preferably covered by 
contract. 

(5) Travel expenses may cover cost 
incurred by employees incidental to the 
travel but will not Include normal per¬ 
sonal expenses or entertainment. 

(6) Per diem. Establishment of a 
schedule of per diem rates is recom¬ 
mended as economical of audit and ad¬ 
ministrative effort and as affording con¬ 
trol over expenditure. The schedule of 
rates should be consistent with the con¬ 
tractor’s experience, provided this ex¬ 
perience is not unreasonable by com¬ 
parison with contractors In comparable 
industries or areas, and provided fur¬ 
ther that the rates are not in excess of 
those specified herein. Consideration 
should be given to duration of travel 
time. Where the employee travels to 
one location and remains for an ex¬ 
tended period, per diem allowance should 
be lower than the per diem allowed for 
trips of short duration. It may be fur¬ 
ther recognized that expenses of non¬ 
executive employees should be less than 
the expenses of executives. Present con¬ 
ditions indicate that the general range 
of such daily expenditures varies; in the 
case of chief executives and chief re¬ 
search scientists, from $12 to $1$ for all 
types of trips; in the case of lesser execu¬ 
tives. from $11 to $12 for all types of 
trips; in the case of other employees, 
from $10 to $12 for brief trips and from 
$8 to $10 for definite trips (over 30 days). 
Per diem rate schedules submitted to 
contracting omcors for approval will be 
consistent with these general ranges. 
All approvals will be in writing and will 
specify, either by reference to a written 
schedule of the contractor or otherwise, 
the per diem approved as reasonable. 
The general ranges listed above will bo 
reviewed at periodic intervals by the 
Director of Procurement and Produc¬ 
tion. Hq AMC. and will be subject to 
upward or downward revisions. In com¬ 
puting per diem; 
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(!) For continuous travel of more 
than 24 hours; 

(а) The calendar day (midnight to 
midnight) will be the unit. 

(б) For fractional parts of a day at 
the commencement or ending of such 
continuous travel constituting a travel 
period, one-fourth of the rate for a 
calendar day will be allowed for each 
period of 6 hours or fraction thereof. 

<ii> For continuous travel of less than 
24 hours constituting a travel period, 
such period will be regarded as com¬ 
mencing with the beginning of the trip 
and ending with the completion thereof, 
and for each 6-hour porlion of the period 
or fraction thereof, one-fourth of the 
rate for a calendar day will be allowed: 
Provided. That no per diem will be 
allowed w hen the departure is after 0800 
hours and the return on the same day is 
prior to 1800 hours. 

(ill) No per diem will be paid for 
periods devoted to vacation or sick 
leave. 

(7) Unless and until a flat per diem 
rate schedule is adopted by the contrac¬ 
tor and approved by the contracting 
officer, or when per diem rates are not 
applicable, the contractor will be reim¬ 
bursed the actual traveling expenses 
properly Incurred in the performance of 
the contract, provided such costs arc 
reasonable in amount. Whenever it 1s 
customary to issue receipts for the ex¬ 
penditure, they should be attached to 
the invoice. 

<8) Premium transportation such as 
airline, excess for rail or by chartered 
car or plane may be allowed as reim¬ 
bursable when it is shown to be neces¬ 
sary for the performance of the contract. 

(0) In the case of trips of 90 days or 
longer, reimbursement in each case 
should be considered separately by the 
contracting officer. Per diem rates which 
are considered reasonable in amount for 
short trips may be excessive when ap¬ 
plied to long trips which involve tem¬ 
porary assignments at a particular 
locality for a considerable length of 
time. 

U0> When trips are made pursuant 
to the performance of more than one 
contract and which may involve a com¬ 
bination of Air Force and other pro¬ 
curements, the expenses Incident to such 
trips should be distributed to the per¬ 
tinent contracts Involved according 
to contractor’s approved accounting 
methods. 

(11) When per diem Ls sought as an 
allowable item of cost incident to work 
at AF test centers no per diem will be 
allowed for employees liired locally at 
such test site. Per diem costs in con¬ 
nection with new employees likewise 
Will not be allowable when it has been 
ascertained that any such new' employee 
has. within the previous 3-month period, 
been employed by another contractor at 
the same test center. 

(x) Vacation, holiday and severance 
pay. sick leave and military leave, to 
the extent required by law, by employer- 
employee agreement or by the contrac¬ 
tor’s established policy. No implementa¬ 
tion. 

5 1015.205 Examples of items of unal¬ 
lowable costs . The follow'ing letter par¬ 


agraphs Implement the corresponding 
lettered paragraphs of S 15.205 of this 
title. 

(a) Advertising, except ‘ help wanted” 
advertising, and advertising in trade and 
technical journals. See § 1015.204 (r). 

(b) Amortization or depreciation of 
unrealized appreciation of values of as¬ 
sets, or assets fully amortized or depre¬ 
ciated on the contractor’s books of 
account. No implementation. 

(c) Bad debts (Including expenses of 
collection) and reserves for such debts 
No implementation. 

<d> Commissions and bonuses (under 
whatever name) in connection with ob¬ 
taining or negotiating for a Government 
contract. No implementation. 

(e) Contingency reserves. No imple¬ 
mentation. 

(f) Contributions and donations No 
implementation. 

(g) Dividend payments. No imple¬ 
mentation. 

(h) Entertainment. No implementa¬ 
tion. 

(i) Federal taxes on income and ex¬ 
cess profits. No implementation. 

(J) General research, unless specifi¬ 
cally provided for elsewhere In the con¬ 
tract. No implementation. 

(k) Interest on borrowings (however 
represented), bond discount and ex- 
penses. and financing charges. Interest 
on advance payments will not be allowed 
as a cost under any cost-relmbursemf nt- 
type contract nor cost-relmbursement- 
type subcontract thereunder. No such 
contract or subcontract may provide or 
be amended to provide for allowance of 
such interest as an item of cost. 

(l) Legal, accounting, and consulting 
services and related expenses incurred 
In connection with organization or re¬ 
organization . prosecution of patent in¬ 
fringement litigation, defense of anti¬ 
trust suits, and the prosecution of claims 
against the United States. No imple¬ 
mentation. 

Cm) Losses from sales or exchanges 
of capital assets, including investments. 
No implementation. 

<n) Losses on other contracts No 
implementation. 

(o) Maintenance, depreciation and 
other costs incidental to excess facilities 
(including machinery and equipment) 
other than reasonable standby facilities 
No implementation. 

(p> Premiums for insurance on the 
lives of directors, officers, proprietors, or 
other persons, where the contractor is 
the beneficiary directly or indirectly. 
No implementation. 

<q> Selling and distribution activities 
not related to the contract products. 
No implementation. 

(r> Taxes and expenses in connection 
with financing, refinancing, or refunds 
operations, including the listing of se¬ 
curities on exchanges. No implementa¬ 
tion. 

SUBPART E—SUBJECTS AFFECTING COST WHICH 

MAY REQUIRE SPECIAL CONSIDfRATlON 

5 1015.502 Examples of subjects re- 
quirtno special consideration —uv Lw- 
bility to third persons. Contract clause* 
containing idemnity or hold harmless 
provisions which do not conform wim 
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standard provisions sot forth in ASPR 
or \FPI will not be used In prime con¬ 
tracts without submitting such clauses 
for prior approval of Hq AMC. 

«b> Personnel movements 0 / a special 
or mass nature. (1) Where personnel 
movement is made at the convenience 
of the Air Force or is necessary to the 
performance of a contract, costs inci¬ 
dent thereto are acceptable when such 
provision is included in the contract. 
In such cases allowability of costs 
should be considered in the light of any 
benefits that may inure to the contrac¬ 
tor as a result of such moves. When al¬ 
lowable. reasonable patterns. Including 
per diem rates, should be established by 
agreement with the contractor. Subject 
to the limitations of paying only actual 
costs or per diem rates approved by the 
administrative contracting officer, the 
following schedule is set forth for the 
guidance of contracting officers. Reim¬ 
bursement for relocation of executive, 
technical, and key personnel should be 
limited to: 

i i) Actual cost of moving the employee 
and his family residing at his domicile. 

(ii) Actual cost of moving household 
goods, not to exceed 8.000 pounds. 

(iil) Per diem allowance for married 
employees, or single employees maintain¬ 
ing a household, of $10 per day for actual 
number of days taken to relocate In new 
quarters and not to exceed a maximum 
of 30 days, including travel time. In the 
case of employees assigned to AF test 
centers, per diem allowance will not ex¬ 
ceed a maximum of GO days, including 
travel time. When the employee has 
been at the test center in excess of 60 
days as of 31 December 1956. administra¬ 
tive contracting officers will not accept 
any further costs as a result of such per 
diem. 

<iv> Per diem allowance of $6 per day 
for employee's wife or one adult depend¬ 
ent for a transfer not to exceed 30 days, 
including travel time. 

(v) Per diem allowance for single em¬ 
ployees (single employees not maintain¬ 
ing a household) of $10 per day for ac¬ 
tual number of days taken to relocate In 
new quarters and not to exceed 15 days* 
including travel time. 

<vi> Per diem allowance for newly 
hired employees of $10 per day for actual 
number of days taken to relocate In new 
quarters and not to exceed 15 days, in¬ 
cluding travel time. 

1 vii > Per diem allcwance of $2.50 per 
day for employee’s minor dependents re¬ 
siding with the employee, for actual 
number of days taken to locate In new 
quarters and not to exceed 30 days, in¬ 
cluding travel time. 

<2) The pattern shown in subpara- 
graph (\> of this paragraph is limited to 
executive, technical, and key personnel 
of the contractor and does not apply to 
employees who do not possess those 
qualifications. The pattern is not to be 
considered as an incentive for moving, as 
^uch matters should be included in the 
Ua8e ra tes established for each particular 
raployee being relocated. It is suggested 
that any plan approved should include 
certification by the contractor that the 
ai amount of reimbursement sought by 
each employee has been expended In the 
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relocation of such employee and is evi¬ 
denced by receipts for such expenditures 
or per diem allowance. The question of 
reimbursement of regular salaried or 
hourly rated employees for “time off” 
spent in relocation by the employee will 
ordinarily be considered at the time of 
approval of wage and salary rates. 

«c) Rearrangement or relocation of fa- 
cillties or plant sites. Reconversion costs 
are those incurred in the restoration of 
facilities to approximately the same 
physical arrangement and condition they 
were in Immediately prior to the begin¬ 
ning of defense work and includes the 
cost of removal of Government property. 
Reconversion costs, except for the re¬ 
moval of Government property, are in¬ 
curred for the benefit of future produc¬ 
tion and as such are properly chargeable 
against such production. Except for the 
costs of removing Government property 
and the restoration and rehabilitation 
costs caused by such removal and specif¬ 
ically provided for in the contract, re¬ 
conversion costs are not allowable. 

<a) Wages or salaries of partners or 
sole proprietors. (1) Wages and sal¬ 
aries of partners or sole proprietors are 
amounts relating to actual services 
rendered to an unincorporated business 
by the partners or sole proprietor. 
Partners’ salaries may be essentially a 
device intended to provide equitable 
treatment of partners who are furnish¬ 
ing capital and services to the firm to a 
varying degree. In no event should 
compensation to a partner or sole pro¬ 
prietor, which is determined to be an 
allowable item of cost, include any 
amount representing profit or interest 
on invested capital. 

(2) The charge for services to the 
enterprise as a whole must be reasonable 
after taking Into consideration: 

(1) The nature and extent of the 
services rendered. 

<li> The general level of compensa¬ 
tion of persons performing similar 
duties In organizations of similar size 
and nature. 

(HD The amount of such charges dur¬ 
ing the periods prior to the assumption 
of Government contracts. 

(3) Partners* and sole proprietors* 
salaries are usually charged through 
overhead. Charges made directly to the 
contract should be acceptable only when 
the services rendered are of a direct labor 
nature and ore specifically authorized as 
such by the terms of the contract. When 
such charges are considered to be direct, 
overhead usually will not be applied 
thereto. 

(4) When personal sendees of part¬ 
ners and sole proprietors are essential 
features of performance under con¬ 
tracts. the reasonableness of the overall 
compensation including fee, must be 
considered. 


Part 1016— Procurement Forms 

Sec. 

1016.000 Scope of part. 

Subport B-Formi for Negotiat'd Procurement 

1016 201 Request for Quotation (DD Form 
747). 

1016.201-60 Binding contractors on pur¬ 
chase orders against requests for quota¬ 
tions. 
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Authosttt: ft 1016 000 to 1016.201-60 Is¬ 
sued under sec. 9013. 70A Stat. 468; 10 
U. S. C. 8012 Interpret or apply secs. 2301- 
2314. 70A Stat. 127-133; 10 U. 8. C. 2301- 
2314. 

s 1016.000 Scope of part. This part 
implements Part 16. chapter I, of this 
title and prescribes the use of additional 
forms which are used within the Air 
Force In the procurement of supplies and 
services. 

SUBPART B—FORMS FOR NEGOTIATED 
PROCUREMENT 

i 1016.201 Request for quotation (DD 
Form 747). 

i 1016.201-50 Binding contractors on 
purchase orders against requests for 
quotations . When it is considered de¬ 
sirable to ensure that a contractor will 
be bound by issuance of a purchase order 
in response to a Request for Quotation, 
the following statement will be typed or 
stamped on the DD Form 747 sent to him 
for signature: 

The contractor by his signature below cer¬ 
tifies that he understands thst the quota¬ 
tions contained herein constitute an oiler to 
the Government which may be accepted by 
Issuance to the contractor of an order for 
purchase or supplies and services, DD Form 
702 or 738. This offer Incorporates by refer¬ 
ence all terms and conditions appearing on 
the DD F>rms 702 and 738. These forms are 
available for inspection in the Fkduul Bxo- 
iim or may be obtained from the contract¬ 
ing officer. 

When the contractor submits the DD 
Form 747, having signed the form con¬ 
taining the above statement, then timely 
issuance of a purchase order against the 
Request for Quotation constitutes ac¬ 
ceptance by the Government which will 
bind the contractor to perform the pur¬ 
chase order. This procedure is subject 
to the $5,000 limitation on use of pur¬ 
chase order forms. 


Part 1030— Appendixes to Air Force 
• Procurement Instruction 

See. 

1030 2 Appendix B—Manual for control of 
Government property In possession of 
contractors. 

1030 3 Appendix C—Manual for control of 
Government property in possession of 
non-profit research and development 
contractors. 

Authority: fl 1030.2 and 1030 3 Issued 
under sec 8012. 70A Stat. 488; 10 U. 8. C. 8012. 
Interpret or apply sec*. 2301-2314. 70A 8Ut. 
127-133; 10 U. 8. C. 2301-2314. 

I! 1030.2 Appendix B —Manual for 
control of Government property in pos¬ 
session of contractors . 

Part l—Introduction 

B-102 Applicability of manual. 

(a) Contracts which provide that records 
of Government property be maintained may 
be amended to provide that Government 
property will be controlled according to the 
provisions of the Manual. 

lb) Compliance with the provisions of the 
Manual is mandatory on the part of the 
contractors. In connection with contracts 
which specifically provide for the applica¬ 
tion of the provisions of the Manual. 

(o) The policy of the Department of the 
Air Force la that maximum efficiency and 
economy of operation will be obtained by 
the utilization of the contractor's property 
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records mi the official Government records in 
connection with those contracts executed 
prior to the effective date of Part 13, Chapter 
I. of this title, ’'Government Property.” 
which required the Government to maintain 
property control records. 

(d> Government property shipped to a 
contractor for repair and return, according to 
contracts or purchase orders executed by AP 
depots, AMAs. or Hq AMC. will be con- 
trolled according to the provisions of the 
Manual, except as set forth in paragraph 
B-102.60. 

(e» The prime contractor Is responsible 
for Insuring, In all subcontracts, that Gov* 
ernment property provided to such subcon¬ 
tractors will be protected, preserved, and 
maintained according to sound Industrial 
practice. 

B~ 102.50 Exceptions, The provisions of 
the Manual, and this section, are not ap¬ 
plicable in the following instances: 

(a) Contractor-furnished property for 
which a contractor may be reimbursed as 
result of rcdctermlnatlon of price, unless 
transfer of title Is specifically agreed to In the 
rede termination. 

<b) Government property furnished, or 
acquired, under the terms of research and 
development contracts with educational or 
othfr nonprofit organizations, provided such 
contracts are executed on a nonprofit basis. 
Such property will be controlled according to 
the provisions of f 30.3 of this title ' Manual 
for Control of Government Property In 
Possession of Nonprofit Research And De¬ 
velopment Contractors." 

<c) Government property furnished under 
local purchase contracts for repair and re¬ 
turn to the shipping organization which are 
administered by the local purchase activity 
awarding the contract. 

B 103 Definitions, 

(d) "Industrial facility" Is further defined 
for contracting and costing purposes as in¬ 
cluding all property acquired for the per¬ 
formance of a contract, and not incorporated 
in the contract end Items, of s type which 
would normally be capitalized for contrac¬ 
tor's Federal Income tax purposes if the con¬ 
tractor retained title thereto. For this 
purpose the term "property" Includes im¬ 
provements and attachments and any other 
Items the cost of which would he io 
capitalized. 

(r) The "property account” will be as¬ 
signed the same number as the prime con¬ 
tract. Suborn tract property accounts will 
be Assigned a number consisting of the 
prime contract number plus a suffix which 
will be the number of the subcontractor or 
purchase order, as assigned by the prime 
contractor. 

B-103 50 Custodial records. "Custodial 
records" are written memoranda of any 
description or type, used to control items 
issued to plant employees from tool cribs, 
tool rooms, stockrooms, etc., such as re¬ 
quisitions, issue slip receipts, tool checks, 
stock record books, and the like. 

B-103 51 Appointing authority. The 
term "appointing authority” refers to the 
authority empowered by delegation to ap¬ 
point contracting officers property admin¬ 
istrators, and representatives of contracting 
officers. 

B-103.52 Contract administration. The 
term "contract administration" means the 
performance of any and all acta, other than 
the execution of contractual documents, au¬ 
thorized to be performed by a contracting 
officer or his duly authorized representa¬ 
tive! *1 . either under the terms of any par¬ 
ticular contract or according to the provi¬ 
sions of public laws, Executive orders, and/or 
applicable regulations and instructions of 
the department assigned administrative re¬ 
sponsibility for a contract. 

B-103 A3 Secondary responsibility. The 
term "secondary responsibility” * means the 
responsibility for subordinate phases of cou- 
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tract administration to be performed by a 
procurement activity other than that des¬ 
ignated as the office of administration. 

B-103 54 Individual item records. The 
term "individual item records." as used In 
the Manual and this Appendix B, are In¬ 
terpreted as such records upon which are 
recorded one unit of an Item per record 
form, as differentiated from record upon 
which an accumulation of Items having 
Identical nomenclature are recorded on one 
card or form. 

B-103.65 Property record*. "Property 
records," as used In the Manual and this 
AFPI Appendix B. are interpreted to be all- 
inclusive of records affecting the status of 
Government property, and are not restricted 
to stock records or other forms of an Inven¬ 
tory record. 

li-103 50 AF representative. See AFPI 
i 1013.101-65 of this chapter. 

B-103.57 Special nuclear material . See 
I 1013.101-66 of this chapter. 

Part II—General Provisions 

B-204 Duties and 0 responsibilities of the 
contractor. 

B-204.50 Duties and responsibilities of 
prime contractors as to Government property 
in the possession of subcontractors. 

(a) Government property in the possession 
of subcontractors will be protected, pre¬ 
served. and maintained according to sound 
Industrial practice. The prime contractor Is 
responsible for Including in any subcontract 
under which Government property Is de¬ 
livered to the subcontractor, a provision re¬ 
quiring at least this drgrec of care. The 
requirement established by this section Is 
considered a minimum, and In no way re¬ 
lieves the prime contractor of the responsi¬ 
bility for compliance with the requirements 
established by the contract and the Manual 
with respect to accounting and control of 
Government property, even though It be In 
the possession of a subcontractor. The re¬ 
sponsibility for maintenance of adequate 
property controls vested In a prime con¬ 
tractor by the provisions of a contract la 
all-inclusive with respect to Government 
property provided thereunder. 

lb) Where the quantities of property In¬ 
volved are such that a more complete and 
accurate control can be accomplished by the 
designation and utilization of the subcon¬ 
tractor's property control system, the sub¬ 
contractors' records may be utilized as the 
official contract records for the property In 
tlxe possession or custody of that subcontrac¬ 
tor. provided concurrence of the prime 
contractor Is secured. 

B-2Q5 Sources from which Government 
property may be furnished or acqutred. 

B-206.1 Military installations or other 
contractors * plants. 

(a) According to the policy contained In 
Part 13. Chapter I. of this title, and the 
Manual. Government property will be fur¬ 
nished to a contractor only when specifically 
provided for by the terms of a written con¬ 
tract. Any deviation from this policy will 
be granted only by the prior written approval 
of Hq U8AF. When the fact Is disclosed that 
Government property is in the possession of 
the contractor without contractual coverage, 
the property administrator will take im¬ 
mediate action to return the property to the 
shipping organization, or obtain appropriate 
contractual coverage. 

(b) Exception to the policy cited In para¬ 
graph (a) of this section has been author¬ 
ized when it is determined that the shipment 
of any item of Government property to a 
contractor, when not specifically provided 
for in a contract, la in the best Interests of 
the Air Force. Shipments anticipated under 
such authority are for the purpose of inspec¬ 
tion. test, calibration, modification, replace¬ 
ment, and/or repair, at no cost to the 
Government. 


B-206 Segregation or commingling of 
Government property and contractor's prop* 
erty. 

(a) Where a contractor Is engaged In bota 
CPFP and fixed-price Government contracts 
in one plant, such contractor, for the pur¬ 
poses of this paragraph. Is not considered 
to be engaged solely in Government work. 

(b) No implementation. 

(c) In connection with research and de¬ 
velopment contracts involving profit or lee, 
the administrative contracting officer may 
permit commingling, when determined not 
to be to the disadvantage of the Govern¬ 
ment. provided the contractor acknowledges, 
in writing, liability for any losses occurring 
during the period the property Is com¬ 
mingled. 

(d) Any other commingling, when deter¬ 
mined pot to be to the disadvantage of tha 
Government, may be permuted by the ad¬ 
ministrative contracting officer, provided tbs 
contractor acknowledges. In writing, liabil¬ 
ity for any losses occurring during the 
period the property Is commingled. 

B-207 Physical inventories. 

B-207.1 Before trrmlnoflon or completion. 
The property administrator will assure on 
a continuing basis thAt the approved in¬ 
ventory procedures are effectively applied. 
Where It is considered that the approved 
procedures relative to method and frequency 
of physical Inventory are inadequate for any 
reason, the property administrator will di¬ 
rect the deficiency to the attention of tbs 
contractor for appropriate action. If the 
property administrator and the contractor 
fall to reach an agreement, the property 
administrator will report the facts to tbs 
administrative contracting officer for appro¬ 
priate action. 

B '207.3 Joint physical Inventories or te~ 
lective checks under paragraphs 207.1 and 
2073 

(a) The administrative contracting officer 
will use. to the extent possible, the services 
of other technical AF personnel, such u 
plant clearance (property disposal) person¬ 
nel. In connection with the physical inven¬ 
tories. 

(b) As a minimum, the contract or win 
prepare and deliver to the contracting officer: 
A listing which properly identifies all dis¬ 
crepancies Including overages, shortage* »nd 
damages which have been disclosed s# • 
result of the physical inventory: and a writ¬ 
ten statement certifying to the fact that 
physical Inventory of all or certain < lasses 
of Oovernnient property was completed on s 
given date and that the official stock records 
are in agreement with the physical inventory 
aside from the reported discrepancies 

B- 207.6 Discrepancies. In the event of 
discrepancies. Investigations will he made 
to determine os for as possible whether such 
discrepancies represent actual lose*- of 
Government property, and If so. the cause# 
of such losses. Differences caused by record 
error, or offsetting overages and abortuses of 
similar Kerns are not considered actual loa**- 

(a) If adjustment is necessitated by post¬ 
ing or record error, each correction should 
include identification of the error on tb# 
i/fficlal contract records. 

(b) The offset of shortage by overage w 
considered proper only to the extent tb»t 
similar items are involved. The offset Ad * 
Justment of dissimilar items which 
appear comparable in quantity or dolUf 
value will not be approved. 

Part in’—Records To Be Maintained 

B-301 General 

(a) The contractor Is obligated by vrtrwjjF 
of the provisions of the contract to 
tain adequate property control record#, 
which are designated and used os the offioj* 
contract records. When Cover nine J*t prop* 
erty la disclosed to be In the custody £ 
control of a contractor but not contractu*' 1 * 
covered, the contractor will record * uca 
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property according to Use established prop¬ 
erty control system, and furnish the prop¬ 
erty administrator with all known circum¬ 
stances and factual data pertaining to ita 


,bi Generally, contractors have estab¬ 
lished procedures, methods, and controls 
which may be described and set forth in 
various manuals, documents, memorandums, 
etc or which may be in the form of a written 
statement prepared by the contractor, all of 
which serve to prescribe the techniques of 
property control. These procedures, meth¬ 
ods. controls, and techniques comprise the 
contractor's property control system. If such 
property control system fulfills the basic re¬ 
quirements of the Manual, It will be approved 
seconding to the provisions of the Manual, 
end the contractor will not be required to 
prepare an additional composite manual 
solely to obtain the requisite approval. When 
s root rector has an established property 
audit unit, whose operations are considered 
to be adequate for safeguarding the Interest 
of the Government the property admin Is- 
tratur will reduce his selective examination 
program of the property control system to a 
minimum consistent with the need for estab¬ 
lishing the accuracy and adequacy of the 
property audit unit's operations. 

tc) Through (g) no Implementation. 

ih» The establishment of monetary levels 
below which individual Item records of plant 
equipment will not be required will be con¬ 
sistent with the contractor's established 
policies and procedures, provided that Indi¬ 
vidual item records are established and main¬ 
tained for every item of the AF Industrial 
Equipment Central Inventory Management 
Program 

» 302 Pricing. x 

(a) Separate unit prices will be applied to 
Items of special tooling fabricated by the 
contractor; provided when the costs of estab¬ 
lishing or maintaining detailed records for 
Individual items of special tooling are consid¬ 
ered to be excessive and not practicable in 
the light of all tho circumstances, then It 
may be permissible to use "group pricing" 
for special tooling. Group pricing may be 
used fur "work-in-process.** 

(1) If Government property Is shipped 
from sn AF contractor, or subcontractor, to a 
second contractor, another subcontractor, or 
second location of operation, and the trans¬ 
action involves s transfer from one property 
account to another, the shipping activity will 
furnish unit prices of the Government prop¬ 
erty shipped. Whenever the records of Gov¬ 
ernment property, consisting of special tool¬ 
ing ar work-in-process, are maintained on the 
bast* of "group pricing," and the property is 
transferred by individual unite rather than 
sn entire group, the shipping activity will 
establish a unit price for such units, based 
upon a reasonable estimate theredf. and 
transmit such information to the receiving 
activity. 

<2) It is a recognised practice of many con¬ 
tractors to record the unit price of property 
on other than the quantitative inventory 
tamrd, thus requiring the use of supple¬ 
mentary cost records to ascertain unit prices. 
Under such circumstance*, the property ad¬ 
ministrator may rely upon the supple¬ 
mentary records which contain such infor¬ 
mation 


<bl Normally, the unit price of Gove 
ment-furnished property will be provided 
ne shipping document prepared by the 
•cuvtty accomplishing the shipment to 
g fttyty, facility, such unit prices i 
w recorded according to the contractor s 
Pro-*d property control system. The pr 
administrator will assure that the t 
r , * . u prop^ty recorded on the approprl 
» hen wch Information I, 
th ® * h| PP ln K document, he 
«through the property c 

tbTu„f? r °! th * * h| PP ln « activity to obi 
unit pric. When dcflniu informal 


as to unit price cannot be obtained, reason¬ 
able estimates will be used. 

B-304 Records to be maintained by the 
contractor . The quantities of property or 
the nature of property transactions at a 
contractor’s secondary site or a subcontrac¬ 
tor’s location may be such that a more 
complete and accurate control can be ac¬ 
complished by the utilization of tho prop¬ 
erty control system existing at the secondary 
site or subcontractor’s location. Where the 
circumstances necessitate revision of the 
prime contractor’s control system to permit 
utilization of records and controls at the 
secondary site or subcontractor's location, 
the property administrator will advise the 
prime contractor with respect to the In¬ 
adequacy of property controls established at 
the prime contractor’s facility and will re¬ 
quest that the prime contractor establish 
separate properly accounts at the secondary 
site or subcontractor’s plant. 

B-304 1 Records of material , No Imple¬ 
mentation. 

(а) through (cl No Implementation. 

(d) The Government Invoices, contractor’s 
purchase or receiving documents, or other 
documents which establish evidence of re¬ 
ceipt. issue, and use may be accepted as ade¬ 
quate property control records for material, 
whether Government-furnished or contrac¬ 
tor-acquired. which Is Issued for immediate 
consumption upon receipt and not entered 
In the costed-Inventory account as a matter 
of sound business practice. This method of 
control may be authorized, through approval 
of the contractor's property control system. 
In the following Instances: 

(1) Property charged through overhead. 
Included but not limited to items used In 
manufacturing, maintenance, or office sup¬ 
plies. etc. 

<2) Property under research and develop¬ 
ment contracts. 

(3) Subcontract or outside production 
Items 

(4) Nonstock of special Items. These 
Items are considered to be those whose pro¬ 
curement cycle Is Irregular and Infrequent. 

(5) Items (such os maintenance and re¬ 
pair parts to plant equipment) which are 
procured for direct charge to a contract, 
procured and Issued for installation upon 
receipt, and Involve no spoilage, ms 

(б) Items used from contractor's In¬ 
ventory directly to production, maintenance, 
etc. 

B 304.3 Records of plant equipment. The 
form of property records maintained for 
plant equipment Is optional on the part 
of the contractor provided the minimum In¬ 
formation and data required by the Manual 
is contained therein. Location records of 
plant equipment will be maintained within 
the contractor’s property control system In 
sufficient detail to permit the finding of any 
item or group of like Items, without undue 
delay. The amount of description detail re¬ 
quired Is dependent upon such factors as 
the nature and size of the operation and 
the nature and use of the equipment. 
Normally, the location of plant equipment 
of a stationary nature such as Installed 
equipment or equipment placed In fixed 
locations for production purposes will be 
recorded on the official plant equipment 
records. Supplementary records may be 
used for Items which are subject to fre¬ 
quent movement such as portable equipment 
or other Items that are UBed at various loca¬ 
tions during the manufacturing process. 

B 304.4 Records of real property. Certain 
contracts provide that the contractor will 
be reimbursed by the Government for the 
cost of specified modification, or rearrange¬ 
ment of contractor-owned plant or faculties 
necessary for commencement of work under 
the contract, and also for the cost of in¬ 
stalling Govern ment-furnished faculties. 
To provide information In a form necessary 
to effect satisfactory settlement under the 


contract, th# property administrator and 
the administrative contracting officer wUl, 
within a reasonable time after completion 
of such work, make a joint review of th# 
Government property involved to determine 
so for os possible those Items which may 
have a salable or utility value and only 
descriptive summary records will be prepared 
for Items of no apparent salable or utility 
value. Where actuAl cost cannot be ob¬ 
tained. estimated costs may be used. Under 
projects or contracts which have provided 
th# Government with only a lien or other 
nonUtle Interest, descriptive summary 
records of the property will be prepared. 
Such property la not required to be marked 
for Identification purposes. 

D- 304 6 Records of related data and irt- 
formation . Unless unusual circumstance* 
make It necessary to exercise special con¬ 
trols. the requirement* of chapter I of this 
title as pertains to formal accounting records 
wUl not be applicable to such data as paper- 
bound volumes, manuals, bulletin#, circulars* 
pamphlets, blueprints, magazines, periodi¬ 
cals. serial publications, and similar com¬ 
positions which are furnished to a contrac¬ 
tor for use in the performance of a contract, 
provided the contractor’s control system. In 
conformance with sound industrial prac¬ 
tices. assures proper us# thereof under the 
contract. A literary composition perma¬ 
nently bound In a durable cover and maga¬ 
zine or periodicals permanently bound ns 
volumes are considered as books and. as such, 
are subject to the formal accounting pro¬ 
cedures of the Manual. 

B-304 7 Financial control accounts. The 
form and content of financial control ac¬ 
counts established and maintained accord¬ 
ing to the Manual Is optional on the part 
of contractors, provided such accounts ore 
adequate to provide the Information re¬ 
quired and are susceptible to local recon¬ 
ciliation. 

Part IV—Miscellaneous Provirions 

B—401 Identification and commodity clas* 
rification — Marking. 

B-4G1 1 Identification. 

(a) Extent of Identification. 

(I) No implementation. 

(II) The method of marking and identify¬ 
ing Government-owned special tooling will 
be agreed to by the contractor and the ad¬ 
ministrative contracting officer. The con¬ 
tractor will be responsible for determining 
whether or not the marking will damage 
the tooling or is otherwise impracticable. 
The contractor will advise the administra¬ 
tive contracting officer. In writing, of any 
such determination. 

(III) Plant equipment, other than that In¬ 
cluded within the Departmental industrial 
equipment reserve program, will be assigned 
an Identification number and marked ac¬ 
cording to a system of Identification and 
marking as agreed to by the contractor and 
administrative contracting officer, provided 
the system conforms to the requirements of 
the Manual. Numbers and tags will be per¬ 
manent and will not be changed as long as 
the equipment remains under the control of 
the Air Force. When plant equipment Is 
provided to contractors, and is marked and 
identified In substantial compliance with tho 
requirements of the Manual. K will not be 
required that such markings be changed or 
altered. 

B-402 Contractor's responsibility and lia¬ 
bility. 

B 402.1 Contractor's responsibility. No 
Implementation. 

(a) Consumption of Property In the Per¬ 
formance of the Contract. No clear-cut or 
concise Individual document will be obtain¬ 
able for property consumed In performance 
of the contract. Evidence of determinations 
of reasonable usage will be contained In the 
property administrator’s working papers, and 
the administrative contracting officer will be 
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currently advised as to results of the usage 
analysis program by the property adminis¬ 
trator. 

<b) Retention by the Contractor. No Im¬ 
plementation. 

(c) Hale of Property. No Implementation. 

(d) Shipment of Government Property 
From a Contractor's Plant. No implementa¬ 
tion. 

(e) Written Advice of Administrative Con¬ 
tracting Officer. The findings and determina¬ 
tion of an administrative contracting officer 
with respect to a contractor's liability for 
loee. damage, destruction, or unreasonable 
use, 1 consumption of Government property, 
are referred to as a "written advice." A let¬ 
ter of advice constitutes a valid credit to the 
Industrial property account when properly 
supported and appropriately cross referenced. 
It Is not required to contain a statement of 
the Amount of loss Involved where It Is de¬ 
termined that no liability exists on the part 
of the contractor. If the administrative con¬ 
tracting officer has determined that the con¬ 
tractor is liable, the written advice will 
contain statement of the amount of liability, 
statement to the effect that Investigation has 
been made of the facts surrounding the par¬ 
ticular ease, and the method and del Alls of 
settlement of the liability. 

(1) The written advice need not restate 
the items toct, damaged, destroyed, or con¬ 
sumed in excess of requirements, provided a 
copy of the listing Is attached and appropri¬ 
ately referenced. 

(2) One copy of the written advice will be 
furnished to the contractor. 

B-402.2 Contractor! liability. Provisions 
of the contract relieving the contractor from 
liability for Government property under cer¬ 
tain circumstances are not Intended to lower 
the standard of care to be exercised by the 
contractor in respect to such property and 
do not relieve the contractor from the obliga¬ 
tions of maintaining a system of property 
control and accounting as prescribed by the 
htanuAl. 

(a) Whenever damage to Government 
property Is considered to be Inconsequential, 
the contractor need not submit a report of 
damage as soon as the fact becomes known; 
however, at such time as the property in¬ 
volved becomes excess to the requirements 
of the contract, damage of this type In evi¬ 
dence will be reported. 

(bk Approval of inventory adjustments by 
the property administrator will be dependent 
upon the reasonableness of the adjustment 
based upon the experience factor under a 
particular contract. If the adjustments ap¬ 
pear to be excessive, the administrative con¬ 
tracting officer must be advised for appropri¬ 
ate determination. 

(ck No implementation. 

(d) The letter of advice, originated by the 
administrative contracting officer, will state 
that on a specified date he will determine the 
contractor liable for the specified amount un¬ 
less the contractor advisee him prior to the 
specified date that he la not liable, or If liable. 
Is not liable In the amount indicated. The 
letter will further Inform the contractor that. 
If he does not question his liability In the 
amount specified, the claim may be settled 
according to stated procedtires If the con¬ 
tractor advises the administrative contract¬ 
ing officer prior to the date specified in the 
letter that In hit opinion he la not liable <or. 
If liable, la not liable in the amount speci¬ 
fied). the administrative contracting officer 
'Will consider any new evidence that may be 
produced by the contractor. If no response is 
received from the contractor prior to the date 
specified, as provided above, the administra¬ 
tive contracting officer will prepare and sign 
written findings of facts and a statement of 
hla decision determining the contractor liable 
and the amount of his liability. The findings 
wtll be promptly forwarded to the contractor, 
the property administrator, and the appropri¬ 
ate accounting office. 
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B-402.3 Shipment and receipt of poccrn- 
mcnt-Jurnishcd property. 

fak When responsibility and account¬ 
ability for Government property in an 
unserviceable condition la to be transferred 
from a contractor to Another contractor or 
to An AF Installation, appropriate determina¬ 
tion as to responsibility for its condition 
must be accomplished. In Instances of 
transfer of Government property In an un¬ 
serviceable condition, the property will be 
listed on a separate shipping document, 
which will contain the following certifica¬ 
tion: 

The property listed hereon is In an unservice¬ 
able condition^ Appropriate inspection by 
those concerned with determination of re¬ 
sponsibility for its condition has been made. 


(Property Administrator) 

(b) Certain contracts under which Gov¬ 
ernment property is provided for Incorpora¬ 
tion Into the end Item specify that the 
acceptance of the end Item will be accom¬ 
plished at destination rather than at the 
contractor's facility. In such Instances the 
Government property will be transferred via 
shipping document or DD Form 250. "Ma¬ 
teriel Inspection and Receiving Report 
(Domestic)." to the property account at the 
receiving facility designated to accept the 
end Item for the Government. 

(1) The shipping document will list only 
the Items of Government-furnished property 
Incorporated Into the end Items and a nota¬ 
tion will be placed on the face of the shipping 
document setting t forth the fact that the 
property being transferred Is Incorporated 
Into the end item which was forwarded 
according to the terms of contract (No.) to 
(destination) for test and final acceptance. 
If the shipping document does not accom¬ 
pany the actual shipment, the notation will 
Indicate that the shipping document con¬ 
firms shipment made previously and will 
show the date, method of shipment, bill of 
lading number, and any pertinent informa¬ 
tion which may assist the Individual exer¬ 
cising surveillance over the receiving prop¬ 
erty account to verify the receipt of the 
property. 

(2) All end Items which are shipped far 
acceptaqee at destination other than speci¬ 
fied in the contract will be reported to the 
administrative contracting officer for Appro¬ 
priate action. 

B-403 Control of scrap and salvage. The 
provisions of I 30.2 B -403 of this title are not 
applicable when: the contracts involved are 
fixed price and the terms thereof provide for 
retention by the contractor of the scrap gen¬ 
erated or produced from Government prop¬ 
erty with due allowance for its value In the 
prices to be billed, or the value of the scrap 
resulting from operations under the contract 
U "Insignificant" in consideration of the cost 
of Instituting anb maintaining accounting 
controls and the oost of handling such in¬ 
significant quantities of scrap exceed the sale 
value of the scrap. 

B-403.3 ApprotsJ of wrap procedure by 
the administrative contractual officer. Where 
It Is recognised that the recording of scrap 
dAta la Impracticable, the requirement may 
be waived by the administrative contracting 
officer. 

B-404 Auditing property accounts . Au¬ 
dit of the property administrator's records, 
procedures, and controls will be performed 
by the Auditor General, U8AF. ir the con¬ 
tractor's plant l» under Army or Navy audit 
cognisance, the audit of the contractor's rec¬ 
ords relating to the property administrator's 
records will bo performed by the cognlxant 
audit agency as an assist audit to the overall 
audit of the property account. In the event 
of revocation of the property administrator's 
assignment for reason that no Government 
property was furnished or acquired under the 
contract, the related contract records estab¬ 


lished under the provisions of tlds genera! 
paragraph may be retired without require¬ 
ment for final audit by the Auditor General. 

B-450 Reusable containers . The contrac¬ 
tor's property control system will provide fee 
adequate control of reusable container* 
which, for the purpose of this sectlun, are 
those Government-owned container* con¬ 
sidered to be economically reusable subse¬ 
quent to removal of original content 

B-451 Returnable containers. Returnable 
containers are those containers title to which 
remains with the vendor necessitating re¬ 
turn to the vendor by the Government within 
a specified time limit, or title Is transferred 
to the Government under the term* of a 
contract and such containers may be re¬ 
turned to the vendor within a specified time, 
with reimbursement to the Oovemrr.ri *. by 
the vendor. Returnable containers received 
at a contractor's facility as a result of pro¬ 
curement Initiated by the contractor are the 
responsibility of the contractor. 

Part XX—Adjustment of Discrepance » hid¬ 
den* to the Shipment of Government 

Property 

B-2001 Definition . "Discrepancies inci¬ 
dent to shipment" Include all deflclenclsi 
Incident to the shipment of Government 
property to or from a contractor's facility 
whereby differences exist between the prop¬ 
erty purported to have been shipped and the 
property actually received. Such deficiencies 
include, but are not limited to loss, damage, 
destruction, Improper status and condiuon 
coding, error in Identity or claasiflentioa, 
and Improper consignment. 

B- 2002 General. 

(a) Government property shipped to a 
contractor for use In the performance of s 
contract may be subject to loss, damage, or 
destruction while In transit from a military 
installation or another contractor'* facility, 
or may be found upon receipt to differ from 
that property indicated to have been shipped. 
Since a contractor la responsible and account¬ 
able for only that property delivered to hi» 
control or custody, procedures are hereinafter 
set forth to explain and record the circum¬ 
stances surrounding a discrepancy and to 
resolve questions of responsibility Including 
determinations of liability where applicable. 

(b) A contractor's approved material re¬ 
ceiving and inspection procedures provide for 
verifying the condition and count or weight 
of property received and for prompt process¬ 
ing of reports, claims, or adjustments re¬ 
quired by discrepancies discovered 

(1) In the event of discrepancy incident 
to shipment of contractor-acquired property, 
the contractor la responsible for processing 
the claims and/or adjustments In either of 
the following Instances: 

(1) When the shipment has been made 
via commercial bill of lading not for conver¬ 
sion to Government bill of lading and lb* 
discrepancy la determined to be corTler 
responsibility. 

(II) Whenever the discrepancy Is deter¬ 
mined to be the vendor's responsibility, 

(2) On the other hand. Government per¬ 
sonnel are responsible, as set forth hereto, 
for processing claims and possibly effecting 
adjustments: 

(I) In all instances of discrepancy inci¬ 
dent to shipment of Government-furnish* 
property. 

(II) In those Instances of discrepancy in¬ 
cident to shipment of contractor- ^quirto 

property moving on Government bill of lad¬ 
ing, or for conversion thereto, when tlw 
discrepancy Is determined to be carrier re¬ 
sponsibility. 

(3) Under either subparagraph (1) or 

of this paragraph, Government personnel srr 
responsible for assuring: (1) protection 
the Government's Interest* in connect** 
with any shortage, Incorrect reprseenUtiw* 
damage, or destruction of Government pro* 
erty, (U) correction of practices which con* 
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tribute to or result In general condition! of 
discrepancy, and ( 111 ) adjustment of related 
jirutiicm* or conditloas resulting from a dis¬ 
crepancy between consignee, consignor, and/ 

or carrier. 

(c) A deficiency Incident to shipment of 
Government-furnished property not exceed¬ 
ing $10 In value, or a damage which docs not 
impair the usefulness of the property or 
render It unsuitable for use. may be deter¬ 
mined to be inconsequential by the property 
administrator and need not be reported 
under the procedures of this section. 

(d) When the quantity or description of 
property received by a contractor differs from 
the quantity or description denoted as 
(hipped on the shipping document, and after 
Inspection of the shipment has established 
the disagreement to be a fact, only that 
qusnttty. or property, received will be re¬ 
corded on the official property records of the 
contractor. 

<ei The method of adjusting discrepancies 
Incident to shipment will vary according to 
circumstances surrounding a particular case, 
ss determined by Government personnel in¬ 
volved. The procedure* In this section will 
br used In the reporting and adjustment of 
dimcpanclea aa appropriate to the nature of 
each deficiency. 

I 1030.3 Appendix C— Manual for 
control o/ Government property in pos¬ 
session of non-profit research and de¬ 
velopment contractors. 

Part I—Introduction 


C-102 Apphcabiiffy of manual. 

(a) AF policy is thnt maximum efficiency 
snd economy of operation will be obtained 
by the utilisation of ihe contractor's property 
records as the official Government records In 
connection with those contracts executed 
prior to the effective date of Psrt 13 chapter 
1 of this title, “Government Property,” which 
required the Government to maintain prop¬ 
erty control records according to WD Memo 
35 6520-1. With respect to those contracts 
requiring compliance with WD Memo 35- 
652<v-l in the control of Government prop¬ 
erty. Government personnel are not required 
to comply with such provisions above and 
beyond the requirement of the Manual, al¬ 
though the contractor has a continuing ob¬ 
ligation to comply with the directive re- 
qulrcd und specified by Its contract. 

<b) The prime contractor Is responsible for 
Insuring In all subcontracts that Government 
property provided to such subcontractors will 
be protected, preserved, and maintained ac¬ 
cording to sound industrial practice. 

C~103 definitions. 

C-103.6 Property account . The property 
account wUl be assigned the same number 
ss ihe prime contract. Subcontract prop¬ 
erty accounts will be assigned a number con- 
wsting of the prime contract number plus 
a sum* which will be the number of the sub¬ 
contract or purchase order, assigned by the 
prime contractor. 

C-103.60 Appointing authority, "Ap¬ 
pointing authority 4 * refers to the authority 
empowered by delegation to designate con- 
vrscung officers, property administrators. 

r “Natives of contracting officers. 

, * 103 ' . Contract administration. *'Con- 

ct administration** means the perform- 
•hce of any and all acts, other than the ex¬ 
ecution of contractual documents, author- 
hj performed b Jr » contracting officer 
#nh-* * uUia *lz©d representative!*), 
y tKl,r the term, of nnj particular 
mib»^L° r * eeo " 1 * n * «" U>* provtaJon, of 
rMrihi. ^T 1 ' , KxccuUvb ordcra. and,or ap- 
r ** uUUan » “>d injunction, of Uie 
m4lUgnc<1 administrative respon- 
wbiiity for a contract. 

C l03 32 Secondary responsibility. "Sec- 
responsibility'* means the responjiibli- 
phases of contract ad- 
ation to be performed by a procure- 
Ko 43—38-Ji 


ment activity other than that designated as 
the office of administration. 

C-103 53 Custodial records. "Custodial 
records" ore written memorandums of any 
description or type, used to control Items 
leaned to plant employees from tool cribs, 
tool rooms stockrooms, etc., such as requisi¬ 
tions. Issue slip receipts, tool checks, and 
stock record books. 

C-103.54 Property records , "Property 
records." as used in this section arc inter¬ 
preted to be all-inclusive of records affect¬ 
ing the status of Government property, and 
ore not restricted to stock records or other 
forms of an inventory record. 

C-I03.S5 AF representative. See | 1013 101- 
65 of this chapter. 

C-103 56 Special nuclear material. Seo 
f 1013.101-66 of this chapter. 

Part II—Government Administrative 
Provisions 

C-304 Shipment end receipt of Govern¬ 
ment-furnished property. 

(a| When responsibility and accountabil¬ 
ity for Government property In an unservice¬ 
able condition are to be transferred from a 
contractor to another contractor or to an AF 
Installation, responsibility for Us condition 
must be appropriately determined. In In¬ 
stances of transfer of Government property 
In an unserviceable condition, the property 
will be listed on a separate chipping docu¬ 
ment. containing the following certification: 

The property listed hereon is in an unservice¬ 
able condition. Appropriate Inspection by 
those concerned with determination of re¬ 
sponsibility for its condition has been made. 


(Property Administrator) 

(b) Certain contracts under which Gov¬ 
ernment property is provided for Incorpora¬ 
tion into the end item specify that the end 
Item will be accepted at destination rather 
than at the contractor's facility. The Gov¬ 
ernment property will be transferred via 
shipping document or DD Form 250. "ma¬ 
teriel Inspection and Receiving Report 
(Domesticlto the properly account of the 
receiving facility designated to accept the 
end Item for the Government. Normally, 
two copies of the shipping document will 
accompany the shipment of the end item; 
however, if that la not the cose, a confirm¬ 
ing transfer will be accomplished. 

( 1 ) The shipping document will list only 
the Items of Government-furnished property 
Incorporated Into the end Item and a nata¬ 
tion will be placed on the face of the 
shipping document setting forth the fact 
that tlic property being transferred Is In¬ 
corporated into the end Item which was 
forwarded according to the terms of the 
contract (No.) to (destination) for test and 
final acceptance. If the shipping document 
docs not accompany the actual shipment, the 
notation will indicate that the shipping doc¬ 
ument confirms shipment made previously 
and will show the date, method of shipment, 
bill of lading number, and any pertinent 
Information which may assist the individual 
exercising surveillance over the receiving 
property account to verify the receipt of the 
property. 

( 2 ) All end Items which are shipped for 
acceptance at a destination other than that 
specified In the contract will be reported 
to the administrative contracting officer for 
appropriate action. 

0-205 Sources from which Government 
property may be furnished or acquired. 

C 205 1 Military installations or other 
contractors* plants. 

(a) Government property will be furnished 
to a contractor only when specifically pro¬ 
vided for by the terms of a written contract. 
When the fact Is disclosed that Government 
property Is In the possession of the con¬ 
tractor without contractual coverage, the 
property administrator will take Immediate 


action to return the property to the shipping 
organisation, or obtain appropriate con¬ 
tractual coverage. 

<b) Exception to the policy cited tn sub- 
paragraph (a) of this paragraph has been 
authorized when It la determined that the 
ahlpment or sny Item of Government prop¬ 
erty to a contractor, when not specifically 
provided for in a contract. Is In tha best 
interests of the Air Force. Shipments antici¬ 
pated under such authority are for the 
purpose of inspection, teat, calibration, 
modification, replacement, and/or repair at 
no cast to the Government. 

C-2053 Withdrawal from contractor • 
owned stores. Property withdrawn from 
con tractor-owned stores, far direct charge 
to a contract, Is considered Government 
property at the time of: issuance for use 
under the contract, allocation for use under 
the contract, or approval of the claim for 
reimbursement—whichever Is earlier. 

C-207 Contractor's records. 

C-207.1 General policy. The contractor 
U obligated by virtue of the provisions of 
the contract to maintain adequate property 
control records, which ore designated and 
used as the official contract records. 

(a) The authority to grant exceptions to 
the policy that the contractor’s records will 
be designs ted and used as the official con¬ 
tract records has been delegated os set forth 
In I 1013.103 (b) of this chapter. 

(b) When Government property la dis¬ 
closed to be In tbe custody or control of a 
contractor but not contractually covered, 
the contractor will: record such property 
according to the established property con¬ 
trol system, and furnish the property ad¬ 
ministrator with all known circumstances 
and factual data pertaining to Its receipt. 
When the anticipated use of the property 
can be associated with the performance of 
a particular contract, the property will be 
recorded in the official property records of 
that contract. 

C-207.2 The contractor's property control 
system. Generally, contractors have estab¬ 
lished procedures, methods and controls 
which may be described and set forth tn 
various manuals, documents, memorandums, 
etc., or which may be in the farm of written 
statements prepared by the contractors, all of 
which serve to prescribe the techniques of 
property control. These procedure*, methods, 
controls, and techniques comprise the con¬ 
tractor’s property control system. If the 
property control syitem fulfills the basic re¬ 
quirements of the Manual. It will be approved 
according to the provisions of tbe Manual and 
the contractor will not be required to prepare 
an additional composite manual solely to ob¬ 
tain the requisite approval. 

(Ai When a contractor has an established 
property audit unit, whose operations are 
considered adequate for safeguarding the 
interest* of the Government, the property 
administrator will reduce his selective exam¬ 
ination program of the property control 
system to a minimum consistent with the 
need for establishing the accuracy and ade¬ 
quacy of the property audit unit s operations. 

C-207.10 Pricing. Normally, the unit price 
of Govern men t-furnished property will be 
shown on the shipping document prepared by 
the AF activity making the shipment to the 
contractor s facility. Such unit prices will 
be recorded according to the contractor's 
approved property control system. The 
property administrator will assure that the 
unit price la properly recorded on the ap¬ 
propriate records. When such information 
Is not furnished on the shipping document 
he will Initiate action through the property 
c lass supervisor of the shipping activity to 
obtain tbe unit price. When definite Infor¬ 
mation os to unit price cannot be obtained, 
reasonable estimates will be used. 

C-200 Identification and commodity clas¬ 
sification—Marking. 
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C-2091 Identification. Plant equipment, 
other than that Included 'within the De¬ 
partmental Industrial equipment rcserva 
program. will be Assigned an Identification 
number and marked according to a system of 
Identification and marking as agreed to by 
the contractor and administrative contract¬ 
ing officer provided the system conforms to 
the requirements of the Manual. Numbers 
and tAgs will be permanent and will not be 
changed so long as the equipment remains 
under the control of the Air Force. When 
plant equipment is provided to contractors 
and is marked and identified In substantial 
compliance with the require menu of the 
Manual. It will not be required that such 
markings be changed or altered. 

C -211 Physical inventories. 

C-211.1 Before termination or completion. 
The property administrator will assure on a 
continuing basis that the approved inventory 
procedures are effectively applied. Where it 
Is considered that the apjiroved procedures 
relative to method and frequency of physical 
Inventory are Inadequate for any reason, the 
property administrator will direct the de¬ 
ficiency to the attention of the contractor for 
appropriate action. 

C- 211 5 Discrepancies. In the event of 
discrepancies. Investigations will be made 
to determine as far as possible whether such 
discrepancies represent actual looses of Gov¬ 
ernment property, and If so. the causes of 
such losses. Differences caused by record 
error, or offsetting overages and shortages 
of similar Items are not considered actual 
losses. 

(a) If Adjustment U necessitated by post¬ 
ing or record error, each correction should 
Include Identification of the error on the 
official contract record. 

(b> The offset of shortage by overage is 
considered proper only to the extent that 
similar Items are involved. The offset ad¬ 
justment of dissimilar items which may ap¬ 
pear comparable in quantity or dollar value 
will not be approved. 

Part tl /— Contractor’s Obligations 

C-301 General. Government property In 
the possession of subcontractors will be pro¬ 
tected. preserved, and maintained accord¬ 
ing to sound Industrial practice. The prime 
contractor Is responsible for Including In 
any subcontract under which Government 
property is delivered to the subcontractor a 
provision requiring at least this degree of 
care. The requirement established by this 
part m is considered a minimum, and in no 
way relieves the prime contractor of respon¬ 
sibility for complying with tho requirements 
established by the contract and the Manual 
with respect to accounting and control of 
Government property, even though It is in 
the possession of a subcontractor. The re¬ 
sponsibility for maintenance of adequate 
property controls vested in a prime contrac¬ 
tor by the provisions at a contract la all- 
incluslve with respect to Government 
property provided thereunder. 

(a) Where the quantities of property In¬ 
volved are such that a more complete and 
accurate control can be accomplished by 
the designation and utilization of the sub¬ 
contractor’s property control system, the 
subcontractor's records may be used as the 
official contract records for the property in 
the possession or custody of that subcon¬ 
tractor. provided concurrence of the prime 
contractor Is secured. In such Instances, a 
separate property administrator may be 
designated for the subcontract. 

C 303 Contractor's responsibility. No 
implementation. 

<a) Consumption of Property In the Per¬ 
formance of the Contract. No clearcut or 
concise Individual document will be ob¬ 
tainable for property consumed in perform¬ 
ance of the contract. Evidence of 
determinations of reasonable usage will be 
contained in the property administrator's 
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working papers, and the administrative con¬ 
tracting officer will be currently Informed of 
results of the usage analysts program by the 
property administrator. 

(b) Retention by the Contractor. No 
implementation. 

C-304 Contractor's liability. Provisions 
of the contract relieving the contractor from 
liability for Government property under cer¬ 
tain circumstances are not intended to lower 
the standard of care to be exercised by the 
contractor In respect to auch property and 
do not relieve the contractor from the obli¬ 
gation to maintain a system of property 
control and accounting as prescribed by this 
section. 

C-306 Properly control records . 

(a) Real Property. Certain contracts pro¬ 
vide that the contractor wUi be reimbursed 
by the Government for the cofct of specified 
modification or rearrangement of contractor- 
owned plant or facilities necessary for com¬ 
mencement of work under the contract, and 
also for the cost of installing Government- 
furuJshed facilities. To provide Information 
in a form necessary to effect satisfactory 
settlement under the oontract. the property 
administrator and the administrative con¬ 
tracting officer will, within a reasonable time 
after completion of such work, make a Joint 
review of the Government property involved 
to determine so far as possible those items 
which may have a salable or utility value, 
and only descriptive summary records will 
be prepored for items qf no apparent salable 
or utility value. When actual coat cannot 
be obtained, estimated costs may be used. 
Under projects or contracts which have pro¬ 
vided the Government with only a lien or 
other nontitle Interest, descriptive summary 
records of the property will be prepared. 
Such property is not required to be marked 
for Identification purposes. 

<b) Records of .Related Data and Informa¬ 
tion. Unless It Is deemed necessary to exer- 
che special controls, accounting records will 
not be required for such daU as paperbound 
volumes, manuals, bulletins, circulars, pam¬ 
phlets. magazines, periodicals, aerial publica¬ 
tions, and similar compositions which are 
furnished to a contractor for use In the 
administration of a contract, provided the 
contractor’s control system otherwise assures 
proper use thereof under the contract. A 
literary composition permanently bound as 
volumes is considered books and as such la 
subject to formal Inventory control proce¬ 
dures. 

Port XX—Adjustment of Discrepancies /fi¬ 
elder)* fo the Shipment of Government 

Property 

C-2002 General. 

(a) Government property shipped to a 
contractor for use In the performance of a 
contract may be subject to loss, damage, or 
destruction whllo in transit from a military 
installation or another contractor's facility, 
or may be found upon receipt to differ from 
that property Indicated to have been shipped. 
Since a contractor Is responsible and ac¬ 
countable for only that property delivered 
to his control or custody, procedures are 
hereinafter set forth to explain and record 
the circumstances surrounding a discrep¬ 
ancy and to resolve questions of responsi¬ 
bility including determinations of liability 
where applicable. 

(b) A contractor's approved material re¬ 
ceiving and Inspection procedures provide for 
verifying the condition and count or weight 
of property received and for prompt process¬ 
ing of reports, claims, or adjustments re¬ 
quired by discrepancies discovered. 

(1) In the event of discrepancy incident 
to shipment of contractor-acquired property, 
the contractor is responsible for processing 
the claims and/or adjustments In either of 
the following Instance#: 

(1) When the shipment has been made via 
commercial bill of lading not for conversion 


to Government bill of lading and the dis¬ 
crepancy Is determined to be carrier respon¬ 
sibility. 

(li) Whenever the discrepancy Is deter¬ 
mined to be the vendor* responsibility . 

(2) On the other hand. Oovernnifnt 
personnel are responsible, as set forth herein, 
for processing claims and possibly effecting 
adjustments: 

(11 In all instances of discrepancy Incident 
to shipment of Government-furnished prop¬ 
erty. 

(11) In those Instances of discrepancy In¬ 
cident to shipment of oontractor-acqxr.rcd 
property moving on Government blU of 
lading..or for conversion thereto, when the 
discrepancy is determined to be carrier re- 
spo risibility. 

(3) Under either subparagraph (I) or <2) 
of this paragraph. Government personnel are 
responsible for assuring: (i) protection of 
the Government’s interests In connection 
with any shortage. Incorrect represent a uon, 
damage, or destruction of Government prop¬ 
erty. (ill correction of practices which con¬ 
tribute to or result In general conditions of 
discrepancy, and Oil) adjustment of related 
problems or conditions resulting from s dis¬ 
crepancy between consignee, consignor and 
or carrier. 

(c) A deficiency Incident to shipment of 
Government-furnished property, not ex¬ 
ceeding 110 In value, or a damage which does 
not impair the usefulness of the property 
or render It unsuitable for use. may be de¬ 
termined to be inconsequential by the prop¬ 
erty administrator and need not be reported 
under the procedures of this section. 

(d) Wheu the quantity or description of 
property received by a contractor differs from 
the quantity or description denoted is 
shipped on the shipping document, nnd after 
inspection of the shipment has established 
the disagreement to be a fact, only that 
quantity, or property, received will be re¬ 
corded on the official properly records of the 
contractor. 

<c) The method of adjusting discrepancies 
Incident to shipment will vary according te 
circumstances surrounding a particular case, 
as determined by Government personnel in¬ 
volved. The procedures in this part will be 
used In the reporting and adjustment of 
discrepancies as appropriate to the nature 
of each deficiency. 

Part 1050— Labor Supply Consider mow 
To Be Made in the Placement or 
Contracts 
flee. 

1050.000 Scope of part. 

1060.001 Applicability of part. 

1050.002 Responsibilities. 

1050.004 Subcontracts. 

1050.006 Defense manpower poltcy (DMr) 
No. 4. 

Authority: I! 1050.000 to 1050.000 bailed 
under sec B012. 70A Slat 498; 10 U. 8. C. 
Interpret or apply sees. 2301-2314, 70A 8U^ 
127 133; 10 U. 8. C. 2301-2314. 

$ 1050.000 Scope 0/ part. This part 
sets forth the implementation of Dofenia 
Department policies with reference 
labor supply considerations to be maos 
In the placement of contracts. This psr 
Implements H 1.302-4, 2.205. 3.105. an 
3.210 of this title. 

1 1050.001 Applicability of part TW* 
part applies to Directorate of FWJJ 
ment and Production. Hq AMC. AMJj 
field procurement activities. ARDC. 

AP local purchase activities in the con¬ 
tinental United States. 

( 1050 002 Responsibilities. <•> 2? 
Executive for Small Business. Hq A**— 
will monitor the placement ol couuw 
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In labor surplus ureas by maintaining 
itaff surveillance on the functioning of 
the policies and procedures In this part. 
ib> Small business specialists will: 

(1) Make determinations concerning 
the applicability of this part to particu¬ 
lar procurements. 

(2) Maintain files of labor market in¬ 
formation for the reference of procure¬ 
ment personnel. 

(c) Where no small business specialist 
has been appointed, the responsibilities 
in paragraph tb) of this section will be 
performed by the AMA or depot director 
of procurement and production or his 
designee or by a comparable officer of a 
local purchase activity. 

(d* AMA and AF depot commanders 
and directors of procurement and pro¬ 
duction are authorised to settle disputes 
on whether a contractor’s facility is lo¬ 
cated within an area of substantial labor 
surplus, as set forth in the Directory of 
Important Labor Market Areas issued by 
the Department of Labor. 

<e> For other responsibilities, sec sub¬ 
sequent sections dealing with particular 
department policies. 


1 1050004 Subcontracts. Adminis¬ 
trative and local purchase contracting 
officers will encourage prune contractors 
to award subcontracts to firms located 
in areas of substantial labor surplus. 


1 1050.006 Defense manpower policy 
(DMP) No. 4. This section Implements 
11.302-4 of this title regarding the re¬ 
vised DMP No. 4. 

(a) Notwithstanding the determina¬ 
tion of the small business specialist re¬ 
garding the applicability of DMP No. 4 
to the procurement, the producing con¬ 
tracting officer is responsible for: 

(1) Determining whether the use of 
4 V:-asides" is appropriate <1 1 302-4 
<b> (ii) of this title) and. if appropriate, 
determining the optimum quantity in 
connection with * set-asides” (5 2.205-2 
of this title). 

<2) Documenting the contract file 
according to i 1.302-4 id) Uv> of this 

title. 

<3> Reporting according to Subpart 
A. Part 1057. of this chapter. 

<b) (Sections 2.305-3 and 3.105 of this 
title ) When “set-asides” are deemed 
appropriate, the following provision will 
be included in the tFB or RFP covering 
procurement of the items not set aside: 


Punuant to Drlcnse Manpower Policy Nc 
an additional quantity of the item 
covered by thl* tFB (or RFP) hoi beei 
for subsequent negotiation ex 
cluitvely With firm* who: (I) are located U 
area* claimed by the Department of La bo 
substantial labor surplus; or ar 
.« # ln weaa not to cimuUned by the De 
prnment of Labor but submit with thel 
Proposal* a certification from th 
if?*”!* Employment Office that the ftrn 
ZJSl an o( substantial labo 
(*1) will perform not less than O 
the doll *r value of any reeultinj 
i)i IS ot substantial labor tur 

(lU) hate submitted a bid o 
n-n . the ,l * mB covered by thl 

V a unlt ** ic * within 120 per 

K 1^, 4Ch **‘ m ‘ <le wlth NVN 

w covered by this IFB (or RFP) 

JTnnLUP’*? a “ 8rt -«*We” is to be used 
the 0t proposed Procurements o 
* tcms aside wUl include thi 


statement: -Set-asides under Defense 
Manpower Policy No. 4 may be utilized." 

(d) Each contract for a "set-aside" 
quantity that Is awarded due to prefer¬ 
ential treatment under DMP No. 4 will 
contain the following clause: 

It la understood that award of thl* con¬ 
tract was due to a "set-aside"* under De¬ 
fense Manpower Policy No. 4 whereby the 
contractor was given the opportunity of 
meeting the contract price for quantities not 
set aside. The contractor warrants that It 
will perform at least 00 percent of the dol¬ 
lar value of this contract ln an area of 
substantial labor surplus. 


Part 1051—Small Business 

Subport A—Smoll Satinets Concerns end Air 
Force Smoll Sasiness Program 

See. 

1051.103 General policy. 

1051.105 Assistance to small business ln 
contract placement and mobilization 
planning. 

1001105-1 General. 

Subport B—Defense Production Pools 

1051 202 Statement of principles of con¬ 
tracting with defense pools. 

1051303 Execution of contracts with pools. 
1051303-1 Warranty clause. 

1051303-2 Warranty and certification in¬ 
strument. 

1051.203-3 Exempted contracts. 

1051303 4 Performance bonds. 

Atrrnoamr: SI 1051.103 to 1051303-4 issued 
under sec. 8012, 70A 8tat. 488: 10 U. 3. C. 
8012. Interpret or apply secs. 2301-2314. 70A 
6tat. 127-133; 10 U. 8. C. 2301-2314. 

SU8PART A—SMAll BUSINESS CONCERNS AND 
AIR FORCE SMAU BUSINESS PROGRAM 

5 1051.103 General policy, (a) It Is 
AF policy that a fair proportion of the 
total purchases and contracts for sup¬ 
plies and services for the Department of 
the Air Force will be placed with small 
business concerns whether as prime con¬ 
tractors. subcontractors, or suppliers. 

(b> In Its own direct purchases from 
industry, the Air Force will carry on a 
continuing program to afTord small busi¬ 
ness concerns an equitable opportunity 
to compete ln the procurement of items 
and services they are capable of produc¬ 
ing or performing. 

(c) In the placement and administra¬ 
tion of contracts with large, as well as 
small concerns, which in the opinion of 
the Air Force offer substantial subcon¬ 
tracting possibilities, the contracting of¬ 
ficer and the appropriate administrative 
office will bring this AF policy to the at¬ 
tention of prime contractors and urge 
prime contractors to take appropriate 
measures to assure that small business 
concerns are afforded an equitable op¬ 
portunity to compete for defense sub¬ 
contracts within their capabilities. 

(d> The general principles of the AF 
small business policy providing for giv¬ 
ing small business firms an equitable 
opportunity to produce a fair share of 
the AF requirements of supplies and 
services, mill be extended to mobilisation 
planning. To the maximum extent pos¬ 
sible consistent with considerations of 
efficient production, geographic disper¬ 
sion of facilities and other military fac¬ 
tors. planning will be conducted with 
small business firms with respect to 
items, the bidders’ mailing list for which 


Include the names of established or po¬ 
tential small business concerns. 

<e) It is general AF policy to cooper¬ 
ate with the SBA ln assisting small 
business concerns to participate in AF 
procurement. 

1 1051.105 Assistance to small busi¬ 
ness in contract placement and mobiliza¬ 
tion planning. 

$ 1051.105-1 General —(a) Set-asides. 
General. The Department of the Air 
Force and the SBA have established a 
joint program of set-asides for small 
business, the provisions of which apply 
to classified as well as unclassified pro¬ 
curements if otherwise applicable. The 
purpose of this program is to Increase 
the participation of small business ln AF 
production to the maximum extent 
possible by the set-aside device, consist¬ 
ent with the primary procurement 
responsibility of the Air Force. A bid 
or proposal on a procurement or a por¬ 
tion of a procurement that has been 
set aside for small business will be con¬ 
sidered as nonresponslve if it is received 
from a concern which does not meet the 
Department ot Defense definition of a 
small business concern. Contracting 
officers and other appropriate AF person¬ 
nel engaged in carrying out this program 
will be guided by the following 
considerations: 

(1) Shortness of time from date of 
issue of IFB’s or RFP’s to opening or 
closing date will not be a valid reason 
for not making a set-aside. 

(2) The fact that, historically, a large 
percentage of similar procurements have 
gone to small business concerns will not 
constitute a valid and complete reason 
for not making a set-aside. 

t3i With respect to qualified products, 
the set-aside procedure will not be re¬ 
jected solely on the grounds that the 
item being procured is a qualified prod¬ 
uct; it may be proper to make a partial 
sel-aside if both large and small concerns 
in adequate numbers are on the qualified 
products list. 

<4) Applicability of the set-aside pro¬ 
visions of Defense Manpower Policy 
(IMP) No. 4. as set forth in Part 1050 
of this chapter, does not prevent a con¬ 
tracting officer from making a total or 
partial small business set-aside; however, 
the sufficiency of small business qualified 
sources in areas of substantial labor 
surplus (Group D. E. or F) will be con¬ 
sidered by the contracting officer. 

<5) The definition of a "fair propor¬ 
tion of the total purchases and contracts 
for supplies and services" will not be used 
as a reason for not making small busi¬ 
ness set-asides. 

(6> Set-asides will not be entered into: 

<i) Which would exclude planned pro¬ 
ducers involuntarily from the opportu¬ 
nity to submit proposals or. procurement 
of items on which they hold planned 
producer status. This does not preclude 
the making of a partial set-aside where 
appropriate. 

iU) Which would preclude a concern 
which had satisfactorily performed a 
development contract for the same or 
similar item from being considered. 
This does not preclude the making of a 
partial set-aside where appropriate. 
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Cili) On a procurement which must 
be placed with a justifiable "sole source/* 

(7) In cases where the set-aside for 
small business of either the total amount 
or a portion of a procurement is appro¬ 
priate and the set-aside could be based 
on either a determination in which a 
SBA representative participated or on 
the separate decision of the contracting 
officer, preference will uniformly be 
given to the Joint action with the SBA 
representative, but inability to take the 
action on this basis, as for example, in 
the absence of any SBA representative, 
will not operate to obstruct the making 
of a set-aside by unilateral action in 
cases that ore otherwise appropriate¬ 
ly A procurement publicized in the 
Department of Commerce "Synopsis of 
Proposed Procurement. Sales and Con¬ 
tract Awards" which has been set-aside 
for small business will be so labelled in 
the Synopsis. In synopslzing the unre¬ 
served portion of a procurement on 
which a partial small business set-aside 
has been made, the statements appearing 
in the IFB or RFP notice set forth in 
paragraph <e) (2) of this section will 
be published along with the description 
appearing in the Synopsis. 

<b> Total small business set-asides . 
The entire amount of the procurement 
will be set-aside for exclusive participa¬ 
tion of small business concerns when 
such action is determined by the SBA 
representative and the contracting officer 
(or. in the event of the nonavailability 
of a SBA representative, by the contract¬ 
ing officer alone > to be in the interest of 
maintaining or mobilizing the Nation's 
full productive capacity or in the interest 
of war or national defense programs. 

(1) When a total small business set- 
aside has been made as a result of a de¬ 
termination by a SBA representative and 
the contracting officer as provided in this 
section, the procurement may be entered 
into by means of negotiation or by "small 
business restricted advertising.** Small 
business restricted advertising, including 
awards thereunder, will be conducted in 
the same way as prescribed fob formal 
advertising, except that bids and awards 
will be restricted to small business con¬ 
cerns and the contract will be awarded 
pursuant to section 214 of the Small 
Business Act of 1953. as amended. <67 
Stat. 238; 15 U. S. C. 643.) 

(2) All other total small business set- 
asides will be entered into by means of 
negotiation and the contract will be 
negotiated pursuant to section 2 <c> (1 > 
of the Armed Services Procurement Act 
of 1947 (62 Stat. 21; 41 U. & C. 151). 

(3) Each IFB or RFP issued in con¬ 
nection with a proposed procurement 
which has been totally set-aside for small 
business will contain the following 
notice: 

None* to PROsrxcmr* Brooms ot Omiou 

This procurement will be awarded to on© 
or more %mall business concerns. This action 
Is the result of a determination by the con¬ 
tracting officer, alone, or In conjunction with 
a duly authorised Small Business Admin¬ 
istration representative, that It Is In the 
Interest of maintaining or mobilizing the 
Nation's full productive capacity, or in the 
interest of war or national defense programs. 
Therefore, bids or proposals under this pro¬ 
curement are restricted to small business 
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concerns and awards will be made to a small 
business concern or concerns. (The Depart¬ 
ment of Defense defines a small business as 
any concern which. Including affiltstes. em¬ 
ploys In the aggregate fewer than 500 em¬ 
ployees.) The right ta reserved to reject any 
bid or proposal when It Is In the Interest of 
the Government to do so. Bids or proposals 
received from Arms not classified as small 
business will be considered as non-responsive. 

(c) Partial small business set-asides. 
When the entire amount of a procure¬ 
ment cannot be set aside for small busi¬ 
ness under paragraph <p> of this section, 
a portion of the procurement will be set 
aside for the exclusive participation of 
small business when such action is de¬ 
termined jointly by a SBA representative 
and the contracting officer (or in the 
event of the nonavailability of a SBA 
representative, by the contracting officer 
alone) to be: in the interest of maintain¬ 
ing or mobilizing the Nation's full pro¬ 
ductive capacity; or in the interest of 
war or national defense programs, and 
when the quantities can be divided into 
two or more economical production 
runs, and when two or more small busi¬ 
ness sources are known or believed to 
have the technical competency and the 
productive capacity to supply the portion 
of the procurement being set aside. To 
the extent possible, consistent with the 
provisions of this part, the portion set 
aside for small business will be such as to 
make maximum use of small business 
capacity. 

(1> IFB’s and RFP’s for the unre¬ 
served portion and for the portion set 
aside will both be for not less than an 
economical production run. After award 
of the unreserved portion, procurement 
of the portion set aside will be effected 
by negotiation pursuant to subparagraph 
(3) of this paragraph. 

< 2) Each IFB or RFP issued in connec¬ 
tion with a proposed procurement where 
less than 100 percent thereof has been 
set aside for small business concerns will 
contain substantially the following 
clause: 

None* to PiosriCTiv* B worms o* Ormow 

An additional quantity of (insert quantity 
of each item ) baa been aet aalde for negotla- 
• tion exclusively with small business concern*. 
The right to participate in subsequent ne¬ 
gotiation for any quantity thus act aalde 
shall be conditioned upon the submission of 
a bid (proposal) upon the similar item In 
this procurement at unit prices within 120 
percent of the highest award made. 

(3) Negotiation for the procurement 
of quantities set aside will be conducted 
only with responsible bidders or offerors 
which have previously submitted bids or 
proposals on the unreserved quantities 
offering a unit price not greater than 120 
percent of the highest award made. 
Such negotiation will begin with the 
bidder or offeror which submitted the 
lowest responsive bid or proposal in con¬ 
nection with the unreserved procurement 
when the procurement of the unreserved 
quantity has resulted in one contract 
only, or in multiple awards all at the 
same price, awards for quantities set- 
aside will be at a unit price not in excess 
of the unit price of the unreserved quan¬ 
tities. When the procurement of the 
unreserved quantities has resulted in 
multiple awards at different unit prices. 


awards for quantities set aside will be at 
the highest price awarded in connection 
with the unreserved quantities. If the 
procurement of the entire set-aside 
quantity cannot be effected by the 
method set forth in this section, the un¬ 
placed portion of the set-aside will be 
procured in the most appropriate 
manner. 

(d> Certificates of competency (i> 
The SBA has legislative authority to cer¬ 
tify os to the competency of any small 
business concern as to capacity and 
credit. Prior to making certifications, 
the SBA will obtain and consider such 
technical and financial Information con¬ 
cerning any firm as may be available 
from the purchasing activity. Certifica¬ 
tions as to competency reflect the Judg¬ 
ment of the SBA that the firm is capable 
of performing and that the Government 
will not be taking an unreasonable risk 
of an unsatisfied Judgment in the event 
of default, although they do not imply 
that all possible future claims by the 
Government will be fully satisfied. Con¬ 
tracting officers will accept Certificates of 
Competency from the SBA as conclusive 
and will not require that any other re¬ 
quirement with respect to capacity or 
credit be met. However, in case of ^rave 
doubt on the part of the contracting 
officer as to the firm’s ability to perform, 
he will refer the case, with all pertinent 
available information and an indication 
of tlte degree of urgency to the Com¬ 
mander. AMC. attn: MCP-2 for review 
prior to award. If Hq AMC doubts the 
ability of the certified firm to perform in 
strict accordance with the particular pro¬ 
curement requirements, the case and all 
pertinent information will be forwarded 
to USAF. 

(2) If a small business concern, in 
spite of having submitted an otherwise 
acceptable bid or proposal which would 
normally place it in a position to receive 
an award, has been found deficient in 
capacity or in credit, and if, for this rea¬ 
son. a contemplated award to such a 
small business concern is being or may 
be withheld: 

<l) The SBA will be notified and wilt t* 
furnished with information upon which 
the negative FCR was based, and any 
other information available which may 
be necessary in order for the SBA to 
make a decision as to the issuance of» 
Certificate of Competency. 

(ii> The SBA will be allowed 10 work¬ 
ing days from the date upon which the 
SBA receives notification, or more at tl* 
option of the contracting officer, m 
which to issue a Certificate of Com¬ 
petency, unless the contracting officer 
certifies that such time interval will 
seriously affect the required expedition 
award of the contract. The small busi¬ 
ness specialist in the APD will advise 'to* 
procuring contracting officer of the date 
on which notification was given to the 
SBA. This procedure will not apply 10 
proposed awards of less than $1,900; » 
% may be used at the request of the P™] 
curing contracting officer on proposed 
awards of $1,000 and over and less than 
$10,000; and will be followed on propose* 
awards of $10,000 and over. 

(e) SBA certification that the 
ministration is competent to perform to 
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contract. In any case In which the SB A 
certifies, according to section 208 of the 
Small Business Act of 1953. as amended. 
<67 suit 237; 15 U. S. C. 637) that the 
SBA is itself competent to perform any 
specific Government contract, such cer¬ 
tification will be made by the Adminis¬ 
trator or Deputy Administrator of the 
SBA to the Secretary of the Air Force. 

<0 Defense subcontracting small 
business program. 

1 1) The contracting officer will Insert 
the clause set forth in § 7.104-14 of tills 
title In all cost-reIraburseracnt-typc and 
flxed-pricc-type supply and service con¬ 
tracts (other than personal services con¬ 
tracts) and in all construction contracts 
in amounts exceeding 15.000 (except 
those contracts entered Into with foreign 
contractors which arc to bo performed 
outside of the continental United States, 
its Territories and possessions). 

<2) A procuring contracting officer, 
when placing a prime contract (except 
contracts to be performed substantially 
outside of the continental United States, 
its Territories and possessions) which in 
his opinion oiler substantial subcon¬ 
tracting possibilities, will, when the con¬ 
tract exceeds $1,000,000 (or may. if the 
contract is of lesser amount), urge the 
contractor to establish and conduct as a 
part of his purchasing system a Defense 
Subcontracting Small Business Program 
as a means of carrying out the policy 
stated In 9 1051.103 (c) and as a means 
of implementing the clause in 9 7.104-14 
of thU title. The Defease Subcontract¬ 
ing Small Business Program will Include 
but not be limited to the following 
provisions: 

<i> The designation of an executive 
of the company or plant as its small 
busLness liaison officer: 

(a) To be the contact man with the 
procuring activity and with officials of 
the SBA on matters relating to small 
business participation. 

<b) To assure that the company or 
plant carries out the small business sub¬ 
contracting clause in its contracts. 

•c> To be responsible for the estab¬ 
lishment of nn e/Tective Defense Sub¬ 
contracting Small Business Program 
within the company or plant. 

(il) The publication within the com¬ 
pany or plant of the Defense Subcon¬ 
tracting Small Business Program of the 
company. Including the policies and 
procedures appropriate to accomplish its 
objectives. 

dU.i The adoption by the company of 
procurement policies designed to assure 
that small concerns will have an equl- 
wbje opportunity to secure defense sub- 
ront racts. lXK^liicling. but not necessarily 


Rfjulrlnc. to the extent procti- 
cable, widespread solicitation of qu«Ui- 

ixr™ prsor award °‘ 

Allo ’*'i n * sufficient Ume for com- 
Fcient small concerns to submit bids. 
i*LV Permllt -lng small firms, to the ex- 

£L.^‘ Ct i cabIe - 10 «*■» bids for 
jmnuues less than the total require- 


lm!f 1 specifications and draw 

conccins^ Avallable 10 Interested smaJ 


(e) Establishing realistic delivery 
schedules, consistent with prime contrac¬ 
tual requirements, that do not preclude 
submission of bids from competent small 
firms. 

(iv) The maintaining of records show¬ 
ing for each prospective subcontractor on 
the bidder's mailing list whether it meets 
the Department of Defense definition of 
a small business concern. 

^v) The placing in subcontracts with 
major subcontractors of the small busi¬ 
ness subcontracting clause already ap¬ 
pearing in its own contract. 

(vt) The requesting of each such 
major subcontractor to establish and 
conduct a Defense Subcontracting Small 
Business Program, meeting these require¬ 
ments. 

<vii> The utilization of such Informa¬ 
tion related to potential small business 
sources as furnished by the appropriate 
offices of the Military Departments and 
the SBA. 

(3) Responsibility for reviewing the 
Adequacy of a prime contractor's Defense 
Subcontracting Small Business Program 
will be assumed by the Air Force when 
the Air Force has mobilization planning 
cognizance for the plant; or when no 
military department has mobilization 
planning cognizance, such responsibility 
will be assumed by the Air Force when 
the Air Force has plant cognizance pro¬ 
curement (as defined In 9 4.101-2 (b> of 
this title). If no military department 
has either mobilization planning cogni¬ 
zance or plant cognizance procurement, 
the chief of the Office of Small Business, 
Hq USAF. will be responsible within the 
Air Force for coordination with the other 
military departments and the Depart¬ 
ment of Defense concerning assignment 
of responsibility. 

1 4 > The small business specialist in the 
APD will be responsible for making re¬ 
porting arrangements with contractors 
located within the geographical bound¬ 
aries of the APD except w here such ar¬ 
rangements have been made by Hq AMC 
with certain designated companies' head¬ 
quarters offices. 

SU0PART B—DEFENSE PRODUCTION POOIS 

1 1051 202 Statement of principles of 
contracting with defense pools —(a) 
Definition. A Defence Production Pool 
consists primarily of a group of manu¬ 
facturing concerns having among them¬ 
selves production facilities, whose owners 
have associated together to obtain and 
perform Jointly, or in conjunction with 
each other, contracts for the production 
of articles, equipment, supplies, and ma¬ 
terials. and the furnishing of services 
for defense use. and who have agreed 
among themselves concerning their or¬ 
ganization, relationship, and procedure, 
and which has been approved as a De¬ 
fense Production Pool according to the 
Defense Production Act of 1950, as 
amended (64 Slat 798 ; 50 App. U. S. C. 
2061>. 

<b> Exemption from Walsh-Healey 
Act . Approved production pools and 
members thereof are not required to con¬ 
form to the definition of -regular dealer 
or manufacturer- as set forth in f 1.201- 
9 of this title by reason of an exemption 
granted by the Secretary of Labor by 


order dated June 14, 1951, with respect 
to section 1 (a) of the Walsh-Healey Act 
(49 Stat. 2036; 41 U. S. C. 35). In all 
other respects, financial responsibility 
and performance capability of the pro¬ 
duction pool will be determined as for 
any contractor according to AF proced¬ 
ures. 

(c) General policy . The general pol¬ 
icy of the Department of Defense and 
the Air Force Is to conduct business with 
Defense Production Pools on the same 
basis as with all other bidders and con¬ 
tractors. Pools will neither be discrimi¬ 
nated against nor favored over other 
bidders and contractors solely by reason 
of the form of their organization. 

<d) Solicitation of bids and Quotations 
from pools. On request, duly author¬ 
ized Defense Production Pools will be 
placed on appropriate bidders* mailing 
lists when the request is accompanied 
by a photostatic copy of the pool's Notifi¬ 
cation of Approval. IFB*s or RFP’s will 
be furnished to the Defense Production 
Pools on the appropriate bidders* mailing 
list for a specified item or group of items. 
Each pool normally will be considered 
as one source of supply irrespective of 
the number of its membership, and gen¬ 
erally will be furnished one set of bid 
or proposal forms. Membership in a 
pool will not preclude individual mem¬ 
bers from bidding on procurements for 
which they are qualified. 

(e) Award of contracts . (1) Bids and 
quotations submitted by Defense Produc¬ 
tion Pools will be analyzed pursuant to 
the same procedures and principles that 
pertain to all other prospective contrac¬ 
tors. 

<2) When the Administrator of the 
SBA designates a particular pool "small 
business.** the pool will be granted the 
preference and privileges according to 
small business concerns. 

(3) Where the pool will substantially 
perform a contract in plants located in 
areas of labor surplus, the preferences 
granted to contractors performing work 
In such areas will be applied to the 
award of the contract. 

I 1051.203 Execution of contracts with 
pooh. 

9 1051.203-1 Warranty clause. Ex¬ 
cept as provided In | 1051203-3. the 
clause set forth in this section will be in¬ 
cluded in every contract with a Defense 
Production Pool: 

Wajuunty (DcrxNsx Pioouction Pool) 

The contractor unconditionally warrants 
that (1) It ha* been duly approved os n De¬ 
fense Production Pool under the Defense 
Production Actor 1950. as amended: (U) each 
of the Individual slgnatora listed In the In¬ 
strument entitled “Warranty and Certifica¬ 
tion (Participating Members)" attached 
hereto and hereby made a part hereof Is a 
member participating In such Pool; (Ul) such 
aignator* are all of the participating mem¬ 
bers In the Pool; and, (Iv) the respective 
dollar amounts set forth in such attached 
Instrument under the caption "Financial 
Liability" Indicate the extent of financial 
liability for performance of the aUotted por¬ 
tion of the aforementioned contract by each 
respective participating member. 

9 1051.203-2 Warranty and certifica¬ 
tion instrument. 
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(r) Except as provided in $ 1051 203-3. 
the Warranty and Certification Instru¬ 
ment set forth In this section will be 
signed and executed by every participat¬ 
ing member and will be attached to each 
contract with a Defense Production Pool 
after the contract has been duly executed 
in the name of the pool and the signa¬ 
ture in the name of the pool has been 
duly certified by the Secretary or other 
official of the pool. 

W\IUIANTT AND ComTTCATlOW (PARTICIPATING 
tllMlIM) 

In considtration of the award of the con¬ 
tract to which this instrument Is attached, 
each of the undersigned hereby executes the 
following warranties and grants In favor of 
the Government. Each of the undersigned 
unconditionally warrants that (!) it is a 
member of the Defense Production Pool des¬ 
ignated aA the Contractor in the contract 
with the Government to which this instru¬ 
ment is attached; (111 it will perform its 
allotted portion of such contract in accord¬ 
ance with the terms of that contract; (til) 
it will be (uUy and directly responsible to the 
Government for such performance; and. (lv) 
it will be Individually liable for performance 
of the contracts to an extent not greater than 
the amount of financial liability stated be¬ 
low. Each of the undersigned grants to the 
Government the right to proceed directly 
against It under the clause in the aforemen¬ 
tioned Government contract entitled “De¬ 
fault," or otherwise, In the event of any fail¬ 
ure on its port to perform the contract in 
accordance with the terms thereof; provided, 
however, that no participating member shall 
be directly liable to the Government In an 
amount greater than the amount of its fi¬ 
nancial liability stated heroin below 

Financial Liability. 

Members 

By.~. 


(When the participating member is a corpo¬ 
ration. Insert at this point the form for cer¬ 
tification of corporate authority to execute 
the above instrument. The signature of each 
corporate member will be formally err lined 
by the corporate official authorized to affix the 
corporate seal.) , 

<b) The above Warranty and Certi¬ 
fication instrument will be incorporated 
by appropriate language Into the Gov¬ 
ernment contract with the Defense Pro¬ 
duction Pool. 

$ 1051.203-3 Exempted contracts . 
Neither the Warranty clause nor the 
Warranty and Certification instrument 
will be used when a member of the De¬ 
fense Production Pool: 

(a) Executes the Government con¬ 
tract in his own name as provided by the 
terms of the Pool Agreement. 

<b> Executes a Government contract 
in his own name independently of a pool. 

$ 1051.203-4 Performance bonds. The 
extent to which performance bonds may 
be required in connection with contracts 
with pools will be according to the re¬ 
quirements of Part 10 of this title and 
Part 1010 of this chapter. 


Part 1052— Facility Capability Reports 

Subport A— Requirements and Procedural for 
facility Capability Roport* 

See 

1052 102 Financial and technical ability 
clause. 

1052 103 General requirements for obtain¬ 
ing an PCH. 


Sec 

1052.104 Description of FCR 

1052.105 Exemptions and waiver*. 

Subport F— Production Prorodurof Gvidt for FCR’t 

1052.002 Monitoring FCR 1 *. 

1052.003 Production survey. 

1052.003-1 Presurvey analysts. 

Authority: 11 1052.102 to 1052003-1 is¬ 
sued under sec. 8012, 70A Stat. 488; 10 U. 9. C. 
8012. Interpret or apply secs. 2301-2314, 
70A 8 tat. 127-133; 10 U. 8 . C. 2301-2314. 

SUBPART A—REQUIREMENTS ANO PROCEDURES 
FOR FACILITY CAPABILITY REPORTS 

$ 1052.102 Financial and technical 
ability clause . The following clause will 
be Included In all Invitations for bids or 
requests for proposal:"' 

If the Did or Proposal outlined hereby Is 
favorably considered, a survey team may 
contact your facility for the purpose of de¬ 
termining your financial and technical 
ability to perform. Current financial state¬ 
ment* and other data pertinent to this pur¬ 
pose should be available at that time if not 
already on file with the Air Materiel Com¬ 
mand. 

$ 1052.103 General recrements for 
obtaining an FCR. An FCR will be re¬ 
quested for procurements exempted in 
$ 1052.105 if <a> The contractor's name 
appears on the AMC Experience List. »b» 
progress or advance payments are re¬ 
quested. or «c> there Is any doubt as to 
the contractor’s ability to perform. In 
such instances, the request for FCR will 
include the reason. 

$ 1052.104 Description of FCR. An 
FCR will consist of answers to the fol¬ 
lowing .questions with regard to a con¬ 
templated award. Answers will always 
be arranged in the same order as ques¬ 
tions listed in this section and will be 
identified with appropriate question 
number to eliminate repeating the ques¬ 
tion. 

One : Is the firm considered capable of 
performing the proposed contract, taking 
Into consideration: 

(ai Pre®ent facilities. The required qual¬ 
ity and quantity of machine too'a. produc¬ 
tion equipment, manufacturing and ware¬ 
house areas, and material handling devices 
necessary to complete the work. 

(b) Production and engineering capabili¬ 
ties. Present nnd projected production and 
engineering load and post performance. De¬ 
linquencies In Government contracts should 
be evaluated as to causes. The contractor 
should not be held responsible for delin¬ 
quencies caused by factors beyond nis control. 

(C) The delivery schedule. 

(d) Availability of contractor-furnished 
material and contractor-furnished compo¬ 
nent ports. The contractor’s ability to ob¬ 
tain and maintain the necessary inventory 
of supplies and parts. 

(el Quantitative and qualitative labor re¬ 
quirements and availability within the pro¬ 
ductive lead time. 

(f| Ability to provide and maintain ade¬ 
quate systems for control of quaUty for 
manufacturing, supplying, or overhauling the 
items. It is easentioi that manufacturers 
understand thoroughly the specifications and 
contract requirements for inspection, test, 
and control of quality throughout purchas¬ 
ing, subcontracting, production, storage, and 
shipment. This Includes the manufacturer’s 
quality responsibilities for GFAK and GFP. 

Two; Doc* the firm possess sufficient finan¬ 
cial stability to perform the contract being 
considered for award I 




Three: Are the business practices of the 
firm considered satisfactory insofar u 4 
known or can be determined without benefit 
of a complete investigation? If the comrsci 
Is for supplies, consideration will be given, 
but not limited to. whether the firm it * 
manufacturer of. or regular dealer in. such 
supplies. See If 1.201-8 and 1.307 of ibis 
title. 

Four; What percent of subcontracting 1* 
contemplated? What Is the plan for subcon¬ 
tract work In support of the proposed pro- 
curement? 

Five: Is the contractor’s accounting ayit-oi 
determined adequate to permit adnnuUtra- 
tlon of the type contract proposed 1 . 
fixed-price rede termination, time-and-mate- 
rial or cost-reimbursement; or If progr< « or 
advance payments are requested. 

Ncm: This question will be answered only 
when the request for FCR indicates that 
question "five" is applicable. 

$ 1052.105 Exemptions —fa> Errmo- 
tions . Except as required In 8 1052 103, 
an FCR Is not mandatory for the follow¬ 
ing contracts or purchases: 

<1> Purchases of technician service®. 

<2» Purchases of continued research 
and development work when the pro¬ 
posed contract is an extension of work 
heretofore satisfactorily performed, if 
the dollar value of the proposed contract 
does not exceed that of the previous pro* 
curement for a comparable period of 
time. 

< 3» Purchases from Schedule of Blind- 
Made Products. Federal Supply Sched¬ 
ules, other Government departments, 
and Federal prisons. 

<4> Purchases of standard commercial 
articles or basic materials, such as sheet 
aluminum, bar steel, etc., from manu¬ 
facturers of. or regular dealers in, the 
articles to be purchased, where the de¬ 
livery schedule provides for delivery 
within 90 days after award of ihe 
contract. 

<5> Purchases of books, periodical! 
and subscriptions to magazines, except 
class 30B procurements. 

( 6 > Foreign purchases made by pro¬ 
curing activities within the continental 
United States, including contracts with 
Canadian Commercial Corporation 

(7» Personal service or professional 
service contracts negotiated under Au¬ 
thority of Public Law 600 <79th Congress) 
(60 Stat. 806> (5 U. S. C. 73b-l> 

18 > Contracts written under authority 
of Public Law 921 <81st Congress 1 as 
amended and extended (64 Stat 1257: 
50 App. U. 8 . C. 611). which finalize in¬ 
formal commitments, amend without 
consideration, and correct mistakes. 

(9> Contracts for the purchase of ah' 
transport service. 

(10) Open and call contracts. 

(11) Procurements from the surplus 
market where the vendor has authority 
to dispose of the merchandise. 

(12> Construction contracts. 

(13> Utilities contracts. 

(14) Aircraft fuels and lubricants 

(15) Civil Reserve Air Fleet (CRAP* 
contracts. 

SUBPART F — PRODUCTION PROCEDURAL OUlOf 
FOR FCR’S 

$ 1052.602 Monitoring FCR's— ra * 
Plant survey arrangements. (i> When 
an FCR is to be accomplished by a t**® 
visit to a manufacturer s plant, the man- 
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ltor will normally make the necessary 
arrangements. He will Inform the man¬ 
ufacturer of the purpose of the visit to 
have the proper company personnel in 
attendance at the time of the meeting. 

<2> Any visit amusements with 
member plants or subsidiaries or any 
initial contacts with other military serv¬ 
ices in conjunction with FOR plant visits 
will be made by the monitor. 

<3) When an FCR plant survey is to 
be made by an individual (usually a 
production specialist) or separately by 
specialized personnel, the visit arrange¬ 
ments may be made by the Individuals 
concerned. It Is desired, however, to co¬ 
ordinate FCR plant visit arrangements 
among the participating ofllces and re¬ 
duce the number of Individual contacts 
to a minimum consistent with the work 
to be done. 

<b) Assembly and review or report 
data and recommendations . (1) The 
monitor will receive the completed FCR 
recommendations of the individual of¬ 
fices and will: 

(1) Examine the data for completeness 
and technical sufficiency in support of 
the recommendations, 

<ii> Resolve questions arising from 
technical details with the offices submit¬ 
ting the reports. 

(2) When all data has been received 
and reviewed, it will be assembled in case 
files for distribution to Facility Advisory 
Board (FAB) members. This will en¬ 
able board members to review the mate¬ 
rial and weigh each recommendation 
with respect to the product or services 
and capabUitles of the contractor 
involved. 

5 1052.603 Production survey . 

1 1052.603-1 Presurvey analysis . The 
production specialist assigned to the 
FCR is responsible for a thorough anal¬ 
ysis of requirements, the collection of 
available production data, and the plan 
for accomplishing the production survey 
part of the FCR. The presurvey analysis 
is of a research and preparatory nature 
and is used to assemble data and to 
guide accomplishment of the physical 
survey. All available information in the 
APD or APPRO concerning the proposed 
contractor’s background and operations 
will be reviewed by the production 
specialist. Considerable time at the con¬ 
tractor’s facility will be saved by the 
thoroughness of the “in office” investi¬ 
gation. 


Sec. 


Pa*t 1053—Contracts ; Gxnkial 

Sobport A—Mlvccfloouovt Requirement* 


10&3 101 Maintenance of the roobillzatio 


low.101 -a Policy. 

1053 101-3 General, 
low.101—4 Definitions. 

10W.101-5 Criteria. 

R<t PbnatbllUleai and procedure 
itW.log Delivery schedules In supply cor 
tracts. 

1053.102-2 PoUcy. 

^°c*<iurc. 

iQWjai-s Amendment of active contnu 
..., dfll wy schedules. 

*** P**® to be included in cor 

tracts. 

lOW.lCS-1 Applicability of MCtkm. 


8ec. 

1053 103 2 General. 

1063.103- 4 Descriptive Identification data 
to be furnished by Government sup¬ 
pliers. 

1053.104 Consideration of transportation 
data In placement of contracts. 

1053.104- 2 Policy. 

1053.104- 3 Application. 

1063 105 Limitation on purchase and main¬ 
tenance of motor vehicles or aircraft. 

Subpart B—• Numbering of Contract! 

1063.201 Numbering of contracts. 

1063.201- 1 General. 

1053.201- 3 When not required. 

1053 201-4 System of numbering. 

1053.202 Accounting for contract and con¬ 
tract modification numbers and control 
of distribution of contractual documents 
by the use of these numbers. 

1053 302 3 Policy* 

Subpcrt 0—Adminltfroflve Requirement! 

1053 404 Asatgnment of office of adminis¬ 
tration and designation of finance officer. 
1053 404-3 Definitions. 

1053.404- 3 Responsibility. 

1053.404- 5 Geographical areas of AMAIs 
and APDV. 

1053.405 Certificate to be used by contrac¬ 
tors and vendors on invoices or bills. 

1053.405- 1 General. 

1053 406-2 Procedure. 

1053 406 Variations In quantities covered 
by contracts. 

1053.406- 3 Definitions. 

1053.406- 4 Preparation of contracts. 

1033 406-5 Processing variations permitted 
by the contract. 

1053.406- 6 Processing variations not per¬ 
mitted by the contract. 

1053.407 Execution of contracts; require¬ 
ments. 

1053.407- 1 Citation of funds chargeable. 
1053 407-2 Citation of finance officer. 

1053.407- 3 Contracting officer's signature. 

1053.407- 4 Contracts with individuals. 

1053.407- 5 Contracts with an Individual 
trading as a firm. 

1053.407- 6 Contracts with partnerships. 
1053 407-7 Contracts wit h corporations. 

1053.407- 6 Contracts with Joint ventures. 

1053.407- 0 Certification on food contracts. 

Subporf G—Conlrocfor Acknowledgment of 
Receipt of Controctucl Document! 

1053.702 Policy. 

Subpart K—Use of New Controcfi for Follow-on 
Piocurementi 

1053.1102 General. 

1053.1103 Policy. 

1053.1104 Exceptions. 

Subport L — Bills of Materloli 

1053 1202 Definitions. 

1053 1203 Policy. 

Subport O—Prior Government Ow north Ip of 
Items Being Procured 

1053.1502 General. 

1053.1502- 1 Procurement by formal ad¬ 
vertising. 

1053.1502- 2 Procurement by negotiation. 

Subpart P—Contract! Between the Government 
and Its Employees, Proposed Subcontracts 
Between Prime Contractors and Government 
Employees 

1053.1602 Policy. 

1053.1003 Administrative approval of AP 
contracts. 

1053.1604 Administrative approval of sub- 
. contracts. 

1053.1606 Attempted circumvention. 

Subpart Q—Air Forco Policy; Fur Procurement 

1053.1703 Policy. 


Subpart R— Preparation and Die of Certoin Kinds 
of Local Purchase Contracts 

1053 1602 Contracts for care of remains of 
deceased Government personnel. 

Authcwutt: If 1053.101 to 1053.1802 issued 
under sec 8012. 70A Stat. 468; 10 V. 8 C. 
8012. Interpret or apply secs. 2301-2314. 70A 
Stnt. 127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—MISCELLANEOUS REQUIREMENTS 

I 1053.101 Maintenance of the mobi¬ 
lization base . 

$ 1053.101-2 Policy. The policy is to 
establish and maintain a production 
structure capable of orderly and rapid 
acceleration to mobilization production 
rates of AF equipment. This will be ac¬ 
complished by: 

(a) Integration of current procure¬ 
ment programs with planned mobiliza¬ 
tion sources. 

<b) Retention of qualified production 
sources including critical subcontractors. 

(c) Planned orderly retention of in¬ 
dustrial facilities becoming Idle due to 
completion and/or phase out of current 
procurement contracts. 

? 1053.101-3 General. (a) Buying 
divisions will integrate current procure¬ 
ment with the planned industrial mobi¬ 
lization producers to the greatest possible 
extent with the objective of supporting 
the mobilization base within the authori¬ 
ties and funds available. 

(b) Data assembled on essential mobi¬ 
lization supplies by the Industrial 
Resources Division. Directorate of Pro¬ 
curement and Production. Hq AMC. will 
be used in planning current procurement. 
The policy of using contractors and fa¬ 
cilities essential to the mobilization base 
is considered to be in the best Interest of 
the Government. Suppliers that are 
deemed to be part of the mobilization 
base normally will be invited to partici¬ 
pate in appropriate current procurement. 

<c) In accomplishing paragraphs <a> 
and (b) of this section every effort will 
be made, as capacity of planned pro¬ 
ducers becomes idle through reduction 
of existing prormams, to utilize them by 
such means as subcontractors or for 
maintenance or modification of the same 
or related end items where practicable. 

<d> Upon expiration of current pro¬ 
curement contracts in a facility, nction 
will be taken to provide for the storage 
of Government-owned facilities in one 
of the following manners, in the order of 
preference listed: 

(1) Negotiate for the retention of ma¬ 
chinery and equipment In place, pre¬ 
served and maintained in a state of 
constant readiness. 

(2) Remove idle machinery and equip¬ 
ment. store In minimum area on-site or 
adjacent to point of last use, preserve, 
and maintain. 

(3) Remove Idle machinery and equip¬ 
ment to central Government warehouses 
earmarked for a specific contractor, pre¬ 
serve and maintain. 

<e) Provide for periodic examination 
of industrial equipment and other fa¬ 
cility requirements in line with changing 
mobilization production requirements 
and make necessary adjustments in the 
quantitative and qualitative industrial 
equipment to be retained. 
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<f> When procurement of any item Is 
to be made by formal advertising, the 
contract may be placed without regard 
to schedules developed under Industrial 
mobilization planning. However, inclu¬ 
sion of planned firms in bidders* list is 
mandatory for planned items. 

<g> When any contract, regardless of 
duration, is placed In a facility for which 
production planning has been initiated, 
the Armed Services Procurement Plan¬ 
ning Officer (ASPPO) will be Informed 
and will, in turn, keep all affected claim¬ 
ant agencies Informed so that they may 
take, or in the event of an M-day be pre¬ 
pared to take, appropriate action. He 
will also notify them when, in his opin¬ 
ion, current procurement is of such na¬ 
ture or volume as to require a revision of 
mobilization production schedules. 

<h> For planned items, a production 
allocation will be requested or a revision 
to an existing allocation will be initiated 
as appropriate, in the following circum¬ 
stances : 

<l> When contracts are placed with 
facilities not operated by a planned pro¬ 
ducer. 

(2) When contracts are placed with 
facilities previously scheduled for other 
items. 

<3> Where contracts are placed with 
a planned producer but the rate of 
production substantially exceeds the 
planned rate of production. 

(i) New negotiated procurements of 
planned items will not be placed until 
a review of the industrial structure has 
been made and a plan for conformance 
to the objectives of this chapter have 
been established. 

(J) At the time procurements are ne¬ 
gotiated. prime contractors will be en¬ 
couraged to employ broad subcontract 
structures, including the utilization of 
small business concerns, to the greatest 
practicable extent, consistent with the 
efficient performance of the contract. 
Further, prime contractors will be dis¬ 
couraged from entering the field of pro¬ 
duction of GFAE and CFE type of items, 
which in themselves are foreign to the 
character of production normally accom¬ 
plished in the prime contractor's plant. 

<k> Actions taken pursuant to main¬ 
tenance of the mobilization base accord¬ 
ing to the policies and procedures set 
forth in this subpart will be reported. 

ft 1053.101-4 Definitions. (a) 
“Planned item:** An item meeting the 
criteria of DOD Directive 4005.6, January 
26. 1954 os amended December 16. 1954, 
and listed in the current publication of 
the DOD Preferential Planning List of 
End Items published by Office of Secre¬ 
tary of Defense (Supply and Logistics) 
and/or the Air Force Departmental List 
of Items published by Hq AMC. 

(b) “Planned producer:" A company 
or firm listed in the latest issue of the 
“Register of Planned Mobilization Pro¬ 
ducers.** The Register of Planned 
Mobilization Producers (formerly the 
Alphabetical Register of Planned War¬ 
time Material Suppliers) is published 
periodically by the Assistant Secretary 
of Defense (Supply and Logistics). Any 
company or firm listed is in the planned 
producer category. 


fc) ^Tentative mobilization produc¬ 
tion schedule:" DD Form 406, “Tenta¬ 
tive Schedule of Production and Request 
for Allocation " or other document set¬ 
ting forth a tentative mobilization de¬ 
livery schedule for a manufacturer 
beginning with M-Day and continuing 
for 3 years thereafter. 

^ <d> “Allocation:" Tentative assign¬ 
ment of manufacturing capacity to a 
military department for utilization in 
the event of mobilization. 

<e> “Subcontractor:** A subcontrac¬ 
tor. for purposes of this section, is a 
producer making parts and/or assem¬ 
blies to the prime contractor’s drawings 
and bearing the prime part numbers, the 
production of which entails sufficient 
manufacturing difficulty or application 
of extensive direct man-hours which, in 
the prime contractor's judgment, may 
be limiting to continuity and or expan¬ 
sibility of production. 

<f> “Department of Defense Preferen¬ 
tial Planning List:" A list of end items 
for which mobilization production plan¬ 
ning with industry under the Production 
Allocation Program is deemed to be most 
urgently needed. 

(g) “Air Force Departmental List:** 
A list used internally by the Air Force 
which identifies known critical GFAE 
and CFE components of those end items 
listed in the DOD preferential Planning 
List and includes ground support and 
personnel equipment. 

rh) “MCP Form 190 : M Authority for 
initiation of procurement. 

(i) “Geographic dispersal:" Ade¬ 
quate geographic dLspersal Is defined as 
the location of a facility: 

(1) 10 miles or more from a densely 
populated area of 120,000 or more. 

<2) 10 miles or more from a highly 
industrialized area. 

(3) 10 miles or more from a major 
military installation. 

(j) “Mobilization base:" Is that 
minimum industrial structure w'hich is 
necessary to meet phased requirements 
for a period not to exceed that required 
to bring new or converted private facili¬ 
ties into production after M-Day. 

<k> “Industrial facilities:** Property, 
other than material and special tooling, 
of use for the performance of a contract 
or subcontract for supplies or services. 
It includes, but Is not limited to, real 
property and rights therein. Including 
buildings, structures and improvements, 
and machinery, equipment, furniture, 
vehicles, and machine tools and other 
production equipment. 

(1) ‘‘Standby reserve:" Is that por¬ 
tion of capital equipment surplus to cur¬ 
rent production requirements which has 
been Identified as being necessary to 
support the minimum base. 

ft 1053.101-5 Criteria . (a) The Air 

Force will select, for its mobilization base, 
those facilities which produce or are 
capable of producing critically important 
weapon systems, components thereof, 
and/or supporting equipment which meet 
one or more of the following criteria: 

(1) Items requiring a long lead time or 
long manufacturing cycle. 

(2) Items not currently in production 
or which are required in quantities far in 
excess of peacetime production. 


(3) Items requiring the conversion of 
an industry or number of plants with aa 
industry. 

(4) Items requiring materials or 
manufacturing processes essentially dif¬ 
ferent from those In current use. 

(5) Items for which Industry does not 
have production experience. 

<b) Each proposed procurement of 
planned items will be reviewed by MCPB 
or appropriate AMA industrial planning 
section, at supervisory level, to assure 
consideration of the following factors: 

(1) Maintaining multiple sources of 
supply. 

(2) Geographic dispersal. 

(3) Avoidance of undue concentration 
of contracts in a few leading suppliers, 

<4) Multiple awards. 

(5> Preservation of essential skilled 
labor forces. 

(6) Utilization of existing open Indus¬ 
trial capacity. 

(7) Preservation of essential manage¬ 
ment organization and “know-how.** 

<8> Maximum subcontracting. 

<9» Any other factors relevant to 
maintaining a sound mobilization base, 
including the utilization of small busi¬ 
ness concerns to the maximum extent 
practicable. 

In this connection comparative price ex¬ 
perience will be used to negotiate the 
best possible price for the Government, 
The authority for approving price dif¬ 
ferentials to attAin the objectives of the 
policies stated in this subpart is dele¬ 
gated to the Director and Deputy Direc¬ 
tor of Procurement and Production Hq 
AMC. and to the Deputy Director/Pro¬ 
curement, Hq AMC. 


ft 1053.101-6 Responsibilities and pro¬ 
cedures. (a* Buying Divisions will: 

(1) Solicit quotations from all appro¬ 
priate planned producers of a planned 
item when procurement of that item is 
to b© by negotiation. The quotations 
will be evaluated on the basis of normal 
business considerations, giving proper 
weight to such factors as price, quality, 
delivery, etc., as prescribed in Chapter 
I, of this title. The extent to which pro¬ 
duction allocation planning has pro¬ 
gressed and the Investment by the 
Government and the firm in such plan¬ 
ning will be factors for consideration 

(2) Issue request for proposals 
which will contain the following pro¬ 
visions: 


Subcontracting structure. The materiel 
being procured Is a planned Item under tto» 
Mobilisation Base Policy, which policy U 
designed to maintain a proper Industrial 
base in the aeronautical production Industry 
in order to provide lor rapid expansion ™ 
the event of mobilization. It is the derire 
of the Department of the Air Force that 
subcontracting. Including tho ma il man* 
utilization of small business, be ftCCO “" 
pushed to the fullest extent consistent wiw 
the efficient performance of the oontrsaj 
therefore. It is requested that the propose 


include the following: 

(1) A proposed list of the major Items w 
be subcontracted and the namee and loos- 
lions of potential subcontractors for cac 
such Item. For this purpose, a subcontrac¬ 


tor 1* a producer making part and/or **sc 
blies to the prime contractor's 
and bearing the prime part number*, 
production ol which entails suffice 
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manufacturing difficulty or application of 
extensive direct man-hour* which. In the 
prime contractor** judgment, may be limit¬ 
ing to continuity and or expansibility or 

production. 

(U) Percentage of subcontracting by ef¬ 
fort (direct man-hour expenditure) under 
the foregoing definition and the percentage 
of all other anticipated subcontracting not 
covered by the foregoing definition but ex¬ 
cluding vendor and supplier Items. 

Nott Buyers will not consider proposals 
(quotations) complete until the above re¬ 
quired information has been obtained. 

<b> The buyer will Include the fol¬ 
lowing clause In the contract. 
MUNTOfAKCf or Mowuxation B**x Pouct 

The material being procured under the 
Contract Is A planned item under the Mobili¬ 
sation Base Policy* which policy Is designed 
to maintain a proper Industrial base in 
order to provide for rapid expansion In the 
event of mobilisation. It la the dealrc of 
the Department of the Air Force that the 
subcontract structure established during 
the negotiation of this contract be main¬ 
tained to the greatest practical extent. The 
contractor shall Inform the administrative 
contracting officer of any proposed deviation 
therefrom. In the event the contractor 
deems It advisable to withdraw work from 
an established subcontractor during the 
production program, advance notification 
»hal! be given to the administrative con¬ 
tracting officer, together with complete In¬ 
formation as to the basis for live withdrawal. 

5 1053.102 DeUvery schedules in sup* 

p!v contracts. 

f 1053.102-2 Policy . Delivery sched¬ 
ule* in supply contracts will be considered 
in the following categories only: 

(a) '•Desired” delivery schedule will be 
specified when delay in delivery Is un¬ 
likely to cause inconvenience to the Gov¬ 
ernment or to impede progress on other 
contracts. 

<b> “Required” delivery schedule will 
be specified when delay in delivery will 
cause inconvenience to the Government, 
impede progress on other contracts, or 
when necessary to receive delivery within 
a short period of time makes delivery a 
significant consideration in the award of 
the contract. 

5 1053.102-3 Procedure . Buyers will 
determine the proper delivery schedule 
<with the assistance of the initiator of 
the purchase request). 

<a> When delivery is specified as “De¬ 
sired." invitations for bids OFB's) will 
contain the following: 

Dxuvcmr 

Tb* Government desire* delivery of the 
Article* luted herein a* follows ...... day* 

After receipt of written notice of award. If 
bidder U unable to meet the above delivery 
schedule, he may, without prejudice to the 
valuation of hi* bid. *et forth below the de- 
nvery schedule he U prepared to meet pro- 
vioed, in no event shall the bidder** delivery 

■chedule extend beyond_day* after re- 

of written notice of award, a* bid pro¬ 
posing delivery after that period will be con- 
* a * r T < * nonrea POnaive to the Invitation and 
** If bidder doe* not state a 

dc,1 very schedule, the Government** 
appn ^ aCliVCry 6Checlul « stated above will 

Bidder*. Proposed Delivery Schedule: 
oTswafd 71 ***** r * c * ipt OI * mT,tl « n u°tice 
No. 43—56-32 


(b> When delivery Is specified as “De¬ 
sired." requests for proposals tRFP's) 
will contain the following: 

Duzvnr 

The Government desire* delivery of the 

articles listed herein a* follow*__day* 

after receipt by the contractor either of 
written notice of award or of a fully executed 
and binding contract. If the offeror l* unable 
to meet the above delivery schedule, It nihy. 
without prejudice to the evaluation of Ita 
offer, act forth below the delivery schedule It 
Is prepared to meet, however, should the 
offeror's delivery schedule exceed ...... days 

after either receipt of written notice of award 
or of a fully executed and binding contract, 
the offer may be considered nonrcsponslve 
and the offer may be rejected. If the offeror 
does not state a different delivery echdeule. 
the Oovcrnmeut's desired delivery schedule 
will apply. 

Offeror* Proposed Delivery Schedule: 

--days after receipt either of written 

notice of award or of a fully executed uud 
binding contract. 

te> When delivery is specified as “Re¬ 
quired/ 1 IFB’s will contain the following: 

DcLmav 

Delivery of the articles listed herein Is re¬ 
quired on or before expiration of the time 
specified Immediately below: 

...... days uftcr receipt of written notice 

of sward. 

Bidders are cautioned to consider carefully 
the Government's required delivery, as bids 
specifying delivery after the time specified 
above will be rejected. 

Bidders Proposed delivery Schedule: 

--- days aftdr receipt of written notice 

of award. 

If the bidder does not state a different de¬ 
livery schedule, the Government's required 
delivery schedule, slated above, will apply. 


(«D When delivery Is specified as “Re¬ 
quired,” RFP's will contain the follow¬ 
ing: 

Dguvanr 

Delivery of the articles listed herein Is 
required on or before the date specified im¬ 
mediately below: __days after receipt 

either of written notice of award or of a 
fully executed and binding contract. 

Offerors are cautioned to consider the Gov¬ 
ernment's required delivery carefully as 
offers specifying delivery In excess of that 
time will probably be rejected. IX the of¬ 
feror does not state a different delivery 
schedule, the Government's required delivery 
schedule stated above will apply. 

Offeror's Proposed Delivery Schedule: .... 
days after receipt either of written notice of 
award or of a fully executed and binding 
contract. 


<e> If the buyers desire to specify a 
rate of delivery os well as a date for com¬ 
pletion of delivery, they may, at their 
option, specify the delivery schedule in 
the Delivery provision as follows: “at 
the rate of_per month to be com¬ 
pleted _ days after receipt of 

I insert "written notice of award " or 
*'icritten notice of award or a fully exe¬ 
cuted and binding contract ”, as appro* 
priate l. M 

<f> In contracts covering MI PR re¬ 
quirements. buyers will include each 
claimant's portion i/f like items as a sep¬ 
arate contract line item and include a 
separate delivery schedule, by month, 
for each claimant. The delivery sched¬ 
ule will normally be that set forth in the 
MIPIt or as agreed to between the buy¬ 
ing activity and the initiator of the 
MIPR. (Existing contracts will not be 
amended for this purpose.) Example of 
the delivery schedule contemplated by 
this subparagraph follows: 


I tear 

Iifpiuttncni 

Total 

quantity 

IK5 

July 

Aujnm 

Segtew- 

Otlob* 

Novrtn- 

bor 

1A 

IT8AF.. 

XV) 


2Yl 

IM) 

iso 

IM) 


N»vy . 

Mil) 

l<»> 

100 

1U) 

100 

100 

1C. 

Army.. 

SCH) 

loo 

so 

60 

so 

So 


(g> When the “desired” delivery pro¬ 
vision is Inserted in an IFB or RPP. the 
resulting written notice of award or fully 
executed and binding contract will be 
forwarded to the contractor. 

<h) When the “required” delivery pro¬ 
vision is inserted in an IFB or RPP. the 
resulting written notice of award or fully 
executed and binding contract will be 
forwarded to the contractor by certified 
mail, return receipt requested. 

$ 1053.102-6 Amendment of active 
contract delivery schedules. (a> When¬ 
ever changes of spare parts lists necessi¬ 
tate new procurements, a new delivery 
schedule will be established and will in¬ 
clude any contractual changes when 
concurrent delivery is not to be made 
according to applicable spare parts pro¬ 
visioning documents. 

<b) Contracts having delivery sched¬ 
ules which cannot be met as a result of 
causes outlined in the Default clauses 
<5 7.103-11 <b> of this title) may be 
amended. The document amending the 
contract in this case will state the spe¬ 
cific reason (s) for which the delivery 
schedule cannot be met and will also 


state that the contractor cannot perform 
his obligation within the originally stated 
time. 

(c) Contracts having unrealistic deliv¬ 
ery schedules may be amended after a 
determination has been made that a 
consideration exists for a contract 
change. Such considerations may not 
necessarily be monetary in nature but 
may consist of other benefits to the Gov¬ 
ernment. An amendment may be ac¬ 
complished without consideration in 
situations covered by Public Law 921 (55 
Stat. 839; 50 App. U. 3. C. 611). 

(d> Following are instances (not lim¬ 
iting factors) for which the administra¬ 
tive contracting officer will recommend 
extensions of delivery schedules for de¬ 
linquent contracts which the procuring 
contracting officer (buyer) may effect 
without approval from higher head¬ 
quarters. 

<1) Amendments supported by legal 
consideration . In these cases it must be 
determined whether legal consideration 
exists for an amendment. The determi¬ 
nation will be made by the appropriate 
staff judge advocate on the basis of fuels 
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submitted. Included In the cases that 
may be eligible for amendments under 
this subparagraph are: 

<l) Where the contractor offers a sub¬ 
stantial price reduction in consideration 
for. and the Air Force’s Interest will not 
be prejudiced by, an extension of the 
delivery schedule. 

Ui> Where extension of the delivery 
schedule Is dictated by an authenticated 
revised requirement of the Air Force. 

(2) Specific contract provisions: de¬ 
linquency in performance due to causes 
beyond the control and without the fault 
or negligence of the contractor . Such 
causes include but are not restricted to 
acts of Qod or of the public enemy, acts 
of the Government, fires, floods, epidem¬ 
ics, quarantine restrictions, strikes, 
freight embargoes, unusually severe 
weather, and defaults of subcontractors 
due to any such causes unless the pro¬ 
curing contracting officer, acting upon 
the recommendations of the administra¬ 
tive contracting officer, determines that 
the supplies or .services to be furnished 
by the subcontractor W'erc obtainable 
from other sources in sufficient time to 
permit the contractor to meet the re¬ 
quired delivery schedule. When a con¬ 
tractor alleges an excusable delay, the 
administrative contracting officer must 
investigate the allegations and make a 
finding of fact as to the conditions found 
to exist. He will send the procuring con¬ 
tracting officer a copy of his findings and 


(b) Procuring contracting officers will 
reflect the data prices, where received. 
In each contract separate from other 
components of the procurement as pre¬ 
scribed In 5 1053.103-2. 

(c) Tables 250 and 250A provide for 
shipping instructions to be attached to 
the PR for the data required under Table 
250 and paragraph 3b, Table 250A. 
Shipping instructions are not attached 
to the PR for data required under para¬ 
graph 3a, Table 250A since it is impos¬ 
sible to forecast future requirements 
prior to issuance of the contract. There¬ 
fore, shipping instructions for data re¬ 
quired under paragraph 3a, Table 250A 
wQl be furnished by the Technical and 
Procurement Data Branch (MCSIF)* 
Hq AMC, according to paragraph 5b 
(2), Table 250A. 

<d> Changes, including deletions, in 
Tables 250 and 250A, when attached by 
Iiq AMC, AMA’s, or depots will be made 
only by or with the approval of MCSIF. 
Such changes will be typed or written in 
ink and will be Initialed by the individual 
making the changes. Ail deviations or 


his recommendations regarding a revised 
delivery schedule. 

5 1053.103 Data price to be Included 
in contracts . 

( 1053.103-2 General . (a) Whenever 
technical data and/or engineering data 
specifically prepared tor the requiring 
agency are required, the buyer will re¬ 
quest the bidder to furnish prices for 
such data. When the data is priced by 
the bidder, it will be so indicated on 
the contract. If separate prices cannot 
be obtained due to the contractor's ac¬ 
counting system or some other cogent 
reason, the data itemCs) will be listed 
separately in the contract and a nota¬ 
tion made as follows: ’’Data price in¬ 
cluded in the cost of the end item's).*• 
Under no circumstances will the state¬ 
ment **No charge for data” be used. 

<b> Existing contracts which specify 
delivery of data in which the price is in¬ 
cluded in the end item(s) and existing 
or future contracts which stipulate 

* Data price included In the cost of end 
item's)" will not be deemed to be ful¬ 
filled until delivery and acceptance of 
the data. 

<c> Under contracts which stipulate 

* Data price included in the cost of end 
itcm(s),” the finance office withholds 
final payment until official notification 
has been received that data has been 
delivered and accepted. 


changes will be confirmed by appropriate 
MCSIF correspondence. 

f 1053.105-4 Descriptive identifica¬ 
tion data to be furnished by Govern¬ 
ment suppliers. (a) Whenever the 
purchase request or the military inter¬ 
departmental purchase request requires 
descriptive identification data to be fur¬ 
nished by Government suppliers accord¬ 
ing to specifications MXL-D-26715 
(USAF) the following procedures will be 
f ollowed: 

(1) End items. In addition to the 
contract Item for the end Item, a sepa¬ 
rate contract item for descriptive iden¬ 
tification data will be established 

substantially as follows: "Item_ 

descriptive identification data for 

Item's) _• above In accordance 

with MIIr-D-26715 at a total price 
of —. M 

(2) Spare parts . The contractor will 
be required also to furnish descriptive 
Identification data for spare parts ac¬ 
cording to MIL-D-26715. Since the 
exact quantity and price of such data 

•Insert contract item number for the ap¬ 
propriate end item. 


cannot be determined prior to the selec¬ 
tion of the spare parts, the price thereof 
will be included In the price of the spare 
parts to be furnished under the con¬ 
tract and will be negotiated at the time 
and in the manner provided for the 
pricing of the respective parts. 

tb> Sec } 1007.4041 of this chapter fo* 
applicable contract clause. 

(c) The assignment of appropriate 
stock numbers is a prerequisite to permit 
shipment of property from Government 
suppliers into AF stock. 

5 1053.104 Consideration of transpor¬ 
tation data in placement of contracts. 

5 1053.104-2 Policy. In connection 
with bids or proposals submitted on an 
f. o. b. carrier's equipment basis, trans¬ 
portation casts between the source of 
supply and the designated destination 
point or points will be considered in 
determining the lowest estimated cost to 
the Government. 

$ 1053 104-3 Procedures—( a) AMC 
Form 354, ’ transportation data iPR or 
Ml PR)” Each purchase request will 
have attached thereto AMC Form 354 
which will set forth transportation data 
to be considered by procurement person¬ 
nel prior to issuance of an IFB or RFP. 
The data set forth on the form will be 
carefully analyzed and. based thereon, 
the determination made as to which of 
the following will be included in the 
schedule of the IFB or RFP. 

<1) Whenever the supplies are to be 
delivered f. o. b. specified destinations, 
the follow ing will appear in the schedule: 

F. o. b. point: SuppUoa ahull be ihlppcd 
direct by the Contractor to the specified des¬ 
tinations on commercial bill ol lading at tbs 
expense o l the Contractor. 

(2) Whenever the supplies are to be 
delivered f. o. b. the plant or plants at 
which such supplies are to be finally In¬ 
spected and accepted, or if the facilities 
for shipment by carrier's equipment arc 
not available at the contractor’s plant, 
f. o. b. the point or points thereto that 
carrier service is available, the following 
will appear in the schedule: 

F. o. b. point Supplies shall be delivered 
to the OovernmetJt t. o. b. carrier’s equip¬ 
ment at the plant or plant* at which such 
supplies are to be finally inspected and ac¬ 
cepted. or 11 the facilities for shipment by 
carrier's equipment are not available at tbs 
Contractor's plant, f. o. b. the point or points 
nearest thereto that carrier service la avail¬ 
able. Bidder to specify which of the follow¬ 
ing la applicable and designate the city and 
state of the t. o. b. point: 

(I) f. o. b. carrier's equipment at the plant 

or plants at____._ 

___(City. Btate), at which such aupph** 

are to be finally inspected and accepted. 

(II) f. o .b.---- 

__(City. State). which la the point or 

points nearest the plant or plants at which 
final inspection and acceptance are to t# 
accomplished that carrier service la available. 

(3) Whenever the supplies ore to be 
delivered f. o. b. other than specified in 
subparagraph (2) (i) and (ID of 
paragraph, a special provision patterned 
along those specified above will be writ¬ 
ten. using the transportation data 
furnished. 


Item 

No. 

Description 

Quan¬ 

tity 

Unit 

Unit 

pries 

Amount 


11 Incline prints. 

Total 250A, Par Ju. requirements...... 

Tub It 2Ul, Par lb, requirement*.... 

10 

CD 

•eta 

(0 

.......... 

. 





Not*: The bidder Is required to Insert prterCs) as requested lor the applicable data Items, If no price la inserted 
a* requested, the data price will be coasklurrd to be Included in the tost of the rnd Item (a) and the contract end Item 
will reflect such liu luuan. 


■ The number of wU of direct reading paper Vandyke necatlves and tdurllns prints will he determined from 
the shipping turns attached to tho PR and M 11*11 and will !*• inserted here. (Note.- £t)lpptnj; tnstmrtton* 

arr revised monthly by tho Technical and Procurement Data Unmet), Hq AMO, and the number ol sets of data 
required will vary oococdiiq: to these shipping Instruct Ions.) 
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( 4 > whenever it Is desired to obtain prices f. o. b. destination and f. o. b. carrier’s 



<\>) AFPI Form 28A. “transportation 
data UFB or HFP >" To enable the eval¬ 
uation of competitive bids and to assist 
in the routing of shipments, each IFB or 
RFP which provides for delivery other 
than f. o. b. specified destinations will in¬ 
sert therein AFPI Form 28A and the fol¬ 
lowing clause which may be reproduced 
locally. 


Wmomt or Shipments 


(1) Freight rates used In ct'alUAting bids or 
quotations will be based on the shipping 
sekght specified by the bidder. If a shipping 
seight Is not specified by the bidder, the 
Government will evaluate the bid on the basis 
of carload or truckload transportation rates 
(unless total quantity or delivery schedule 
doe* not permit). If an f. o. b. carriers 
equipment contract results, the contractor 
will be required to ship In quantities at least 
a* large as those upon which evaluation was 
made. If excess cost to the Government re- 
suiu from Contractor’s failure to do so. the 
Contracting Officer will issue a supplemental 
agreement evidencing a corresponding reduc¬ 
tion in the contract price (unless specific de¬ 
livery schedules called for lesser quantities 
than the minimum shipping weight, or final 
shipment on a specific order is for a lesser 
quantity than the minimum shipping weight, 
or non-compliance with the minimum ship¬ 
ping weight is due to an act or order of the 
Contracting Officer). 


ln eam where the ****** specified I 
the bidder is less than the minimum carl os 
or truckload quantity, the Contractor wl 
?***} * v *ry reasonable effort to ship In cm 
jo** or truckload quantities, subject to U 
provision* of delivery schedules. 

***• Contractor, in any event, will coi 
•olldate oil less-than-car load or - truck loa 
shipments on the same day to a single cot 
The Contractor may be held respoi 
Bimeior any excess cost* incurred If he rai 
' consolidate such shipments unless due i 
on act or order of the Contracting Officer. 


$ 1053.105 Limitation on purchase and 
maintenance of motor vehicles or air - 
a t* m Section 16 of the act approved 2 
August 1946 (60 Slat. 810; 5 U. S. C. 78) 


includes definite restrictions on the pur¬ 
chase of passenger motor vehicles (exclu¬ 
sive of busses, ambulances, and station 
wagons) or aircraft, and their mainte¬ 
nance. operation, and repair. 

SUBPART B—NUMBERING OF CONTRACTS 

S 1053.201 Numbering of contracts. 

5 1053 201-1 General. Contracts are 
numbered with approved letter symbols 
and serial numbers primarily for use of 
the General Accounting Office for identi¬ 
fication and filing. Documents coming 
within the purview of this subpart will 
include purchase contracts, letter orders, 
letters of intent, sales contracts, leases, 
easements, proposal and acceptance 
documents, or other documents evidenc¬ 
ing In whole or in part an agreement be¬ 
tween the parties which Involves the pay¬ 
ment of appropriated funds or collection 
of funds for credit to the Treasurer of the 
United States and hereinafter referred to 
as contracts. 

i 1053.201-3 When not required . Con¬ 
tracts not required to be numbered In¬ 
clude: 

<ai Contracts where It Is determined 
at the time of making that the amount 
Involved is less than $20,000 and only one 
payment or collection will be made. 

<b> Delivery orders evidencing inter¬ 
departmental purchases and purchases 
made against call or requirement type 
of contracts. 

5 1053.201-4 System of numbering — 
(a) Supplemental agreements and 
change orders. Supplemental agree¬ 
ments (except Termination Supplemen¬ 
tal Agreements) and change orders will 
bear the same identification as the con¬ 
tract which is modified or amended 
thereby. In addition, supplemental 
agreements and change orders will be 
numbered in the order ln which the 
modifications ox* amendments to the con¬ 


tract are issued. One continuous series 
of numbers will be used for each contract, 
even though it is modified or amended 
by both supplemental agreements and 
change orders. 

<b) Subcontracts. Contracting officers 
will urge contractors holding prime con¬ 
tracts with the Air Force to Include ln 
their subcontracts a reference to the 
number of the prime contracts involved. 
Prime contractors will also be asked to 
urge their subcontractors to include a 
reference to the number of the applicable 
prime contract in subcontracts and so 
on down the Une. This practice will ma¬ 
terially assist In accounting and audit¬ 
ing and particularly ln the settlement of 
terminated contracts of all tiers. 

f 1053 202 Accounting for contract 
and contract modification Numbers and 
control of distribution of contractual 
documents by the use of these numbers. 

1 1053.202-3 Policy. Personnel will be 
guided by the following policies: 

la) Letter contracts. The same con¬ 
tract number assigned to a letter contract 
will also be assigned to the superseding 
definitive contract. No other contract 
number will be assigned to the supersed¬ 
ing definitive contract, except with the 
written approval of the chief of the buy¬ 
ing section. 

(b) Notices of award or TWX’s of 
award. The same contract number as¬ 
signed to or cited in preliminary con¬ 
tractual instruments (Notices of Award 
or TWX’s of Award) will also be assigned 
to the superseding definitive contract. 

<c) Contract modifications. Contract 
modifications will not be distributed prior 
to distribution of the prime contract to 
which they apply. 

SUBPART 0—ADMINISTRATIVE REQUIREMENTS 

* 1053.404 Assignment of Office of 
Administration and designation of /!- 
nance officer. 

$ 1053.404-2 Definitions. For the 
purpose of this section the following defi¬ 
nitions will apply: 

<a) ‘Office of Administration:" The 
AF activity having overall responsibility 
for the administration of a contract as 
therein stipulated. 

‘b> -Home office:" The contractor’s 
office which has the authority to negoti¬ 
ate, submit bids or proposals, execute and 
administer AF contracts, and perform 
the purchasing, billing, subcontracting, 
expending, and recording under AF 
contracts. 

tc> “Secondary administration:" 
The performance of certain adminis¬ 
trative responsibilities which nave been 
delegated from the office of administra¬ 
tion to another AF office of administra¬ 
tion. 

<d) “Finance officer:" The individual 
having the overall responsibility for pay¬ 
ing or receiving all funds and moneys 
passing between the Government and the 
contractor according to the terms of the 
contract. 

£ 1053.404-3 Responsibility. The 
procuring contracting officer will deter¬ 
mine. according to procedures herein the 
finance officer and the office of adminis¬ 
tration for a contract. The designated 
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office of administration will assign sec¬ 
ondary administrative responsibility 
where necessary. 

$ 1053.404-5 Geographical areas of 
AMA's and APD's. 

(a) AMA's. 

(1) Middletown (MAAMA). The State* of 
Maine. New Hampshire. Vermont. Massachu¬ 
setts, Connecticut. Rhode Island. New York. 
New Jersey. Maryland. Delaware, Pennsyl¬ 
vania. and District of Columbia. 

< 2) Mobile (MO AM A). The States of Indi¬ 
ana. Ohio. West Virginia. Kentucky. Tennes¬ 
see. Mississippi. Alabama. Michigan (less the 
upper peninsula): that part of Florida west 
of the Apalachicola IUvcr. that part of Lou- 
IMuna east of the Mississippi River; the Do¬ 
minion of Canada: and the Caribbean area. 

(2) Ogden (OOAMA). The 8tates of 
Washington. Idaho. Utah. Montana. Wyo¬ 
ming. Colorado, North Dakota, and South 
Dakota, and Alaska. 

(4) Oklahoma City ( OCAMA ). The States 
of Oklahoma. Kansas. Nebraska. Arknnsas. 
Missouri. Iowa. Minnesota. Illinois, Wiscon¬ 
sin. and the upper peninsula of Michigan. 

(5) Sacramento (SMAMA). The States of 
Oregon. Nevada (less Clark County), all of 
California north of the northern boundaries 
of San Luis Obispo. Kern, and 8an Bernar¬ 
dino Counties, and Hawaii. 

<<5i San Antonio (SAAMA ). The States of 
New Mexico. Texas, and that part of Louisi¬ 
ana west of the Mississippi River. 

(7) San Bernardino (SB AM A). The States 
of Arizona. Clark County. Nevada; and Cali¬ 
fornia south of the northern boundaries of 
Ban Luis Obispo. Kern, and San Bernardino 
Counties. 

IS) Warner Robins (WRAMA). The 8tatea 
of Virginia. North Carolina. 8outh Carolina. 
Oeargla. and that port of Florida east of the 
Apalachicola River. 

(b) AP&S. 

(t) Arisona Air Procurement DUtrict 
(San Bernardino AM A). Arizona. 

(2) Atlanta Air Procurement District 
(Warner Robins AM A). Virginia. North 
Carolina. South Carolina. Georgia, and that 
part of Florida east of the Apalachicola River. 

(J) Boa ton Air Procurement District 
(Middletown A MA ). Maine. New Hampshire. 
Vermont, Massachusetts. Rhode Island, and 
Connecticut, exclusive of Fairileld County. 
Connecticut. 

(4) Chicago Air Procurement District 
(Oklahoma City AM A). Iowa, and that por¬ 
tion of Illinois above the northern bound¬ 
aries of the following counties: Adams. 
Brown. Cass. Douglas. Edgar. Macon. Men¬ 
ard. Moultrie, and 8angamon. 

(5) Cleveland Air Procurement DUtrict 
(Mobile AM A), Marshall. Ohio. Brooke, and 
Hancock Counties in West Virginia: and be¬ 
ginning at western boundary of the Ohio 
State Line, that portion of Ohio north of 
highways 30 and 30S and the cities located 
thereon (excluding the city of Lima. Ohio) 
to the western boundary of Marlon County 
and that portion of Ohio north of the 
southern boundaries of the following coun¬ 
ties: Marlon. Marrow. * Knox. Muskingum, 
Noble, and Monroe. 

(6) Dallas Air Procurement District 
( San Antonio AM A). New Mexico. Texas, 
and that portion of Louisiana west of the 
Mississippi River. 

(7) Dayton Air Procurement District 
< Mobile AM A ). Kentucky. Alabama. Tennes¬ 
see. Mississippi. West Virginia exclusive of 
Marshall. Ohio. Brooke. Hancock Counties: 
and beginning at the western boundary of 
the Ohio State Line, that portion of Ohio 
south of Highways 30 and 30S exclusive of 
cities on satd highway lines (but including 
Lima. Ohio to the western boundary of 
Marlon County and that portion of Ohio 
south oX the southern boundaries of the 
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following counties: Marlon. Morrow. Knox. 
Muskingum. Noble, and Monroe, that por¬ 
tion of Louisiana east of the Mississippi 
River: that portion of Florida west of the 
Apalachicola River; and the Caribbean area. 

(8) Detroit Air Procurement DUtrict 
(Mobile AM A). Lower peninsula of Mich¬ 
igan and Dominion of Canada. 

(8) Indianapolis Air Procurement District 
(Mobile AM A). Indtana. 

(JO) Los Angeles Air Procurement District 
(San Bernardino AM A). Kern. 8*n Lula 
Obispo, San Bernardino, Los Angeles. Or¬ 
ange. Riverside. Santa Barbara. Ventura 
Counties in California, and Clark County. 
Nevada. 

(If) Milwaukee Air Procurement District 
(Oklahoma City AM A). Wisconsin. Minne¬ 
sota. and the upper peninsula of Michigan. 

(J2) Newark Air Procurement District 
(Middletown AM A) . Richmond County In 
New York State and following counties in 
New Jersey: Bergen. Essex. Hudson. Hunter¬ 
don. Mercer. Middlesex. Monmouth. Morris. 
Ocean. Passaic. Somerset. Sussex. Union, and 
Warren. 

(13) New York Air Procurement District 
(Middletown AM A). Fairfield County in 
Connecticut; and the following oountie* in 
New York State: Bronx. Columbia. Dutchess, 
Greene. Kings, Nassau. New York. Orange. 
Putnam. Queens, Rockland. Sudotk, Ulster, 
and Westchester. 

(14) Philadelphia Atr Procurement Dis¬ 
trict (Middletown AMA). Pennsylvania. 
Delaware. Maryland, District of Columbia, 
and the following counties In New Jersey: 
AUautlc. Burlington, Camden. Cape May, 
Cumberland. Gloucester, and Salem. 

( 15) Rochester Air Procurement District 
< Middletown AMA). That portion of New 
York Stale north and west of, but not in¬ 
cluding, Ulster, Orange. Greene, and Co¬ 
lumbia Counties. 

(14) San Diego Procurement DUtrict (San 
Bernardino AMA). Imperial and Son Diego 
Counties. California. 

(17) Son Francisco Air Procurement Dis¬ 
trict (Sacramento AMA). Oregon, Nevada 
less Clark County, all of California north of 
the northern boundaries of San Luis Obispo, 
Kern, and San Bernardino Counties, and 
Hawaii. 

(If) St. LouU Air Procurement DUtrict 
(Oklahoma Ctty AMA). Missouri. Nebraska. 
Oklahoma. Kansas. Arkansas, and that por¬ 
tion of Illinois below the northern bound¬ 
aries of the following counties: Casa. Adams. 
Brown. Douglas, Edgar. Macon. Menard, 
Moultrie, and Sangamon. 

(19) Headquarters OO AM A. 8tnce Ogden 
Air Materiel Area does not have an APD 
within Its geographical area, the headquar¬ 
ters activity performs the functions assigned 
to the APDs in the other AMA's. 

I 1053.405 Certificate to be used by 
contractors and vendors on invoices or 
bills. 

5 1053.405-1 General. The Comp¬ 
troller General has ruled In Decisions 
A-51607 and A-49009. May 1. 1950. that 
In the interest of uniformity and to 
simplify certifications required of con¬ 
tractors and vendors when submitting 
invoices or bllLs to the Government for 
payment, the following certificate on 
such documents will be sufficient: 

I certify that the above btU is correct and 
Just and that payment therefor has not been 
received. 

f 1053,405-3 Procedure. (a) The 
prescribed certificate will be either 
printed, stamped, typed, or written on 
the face or reverse of the page listing the 
total amount of each vendor’s bill of 
sale, invoice, or other document sub¬ 
mitted to the Government for payment. 


The original only will be signed in Ink or 
indelible pencil by the vendor or his duly 
authorized representative, and will show 
his title or official capacity. 

(b> The certificate on Government 
vouchers, or on invoice forms to be at¬ 
tached to such vouchers, will be slgneo 
only after delivery or performance by 
the claimant and will not be signed in 
blank or at any time before submission 
of the voucher or invoice. To do so may 
result in the submission of a false claim 
against the Government for which the 
person signing the certificate may be 
held liable under the law. 

f 1053 406 Vflrfcffonj in quantities 
covered by contracts. 

5 1053.406-3 Definitions. For the 
purpose of this section the following defl¬ 
ations will apply: 

<a> ‘'Overrun:” A quantity of supplies, 
produced by a contractor and tendered 
to the Government, which exceeds the 
quantity specified in the contract. 

(bi “Underrun:” A quantity of sup¬ 
plies. produced by a contractor and tend¬ 
ered to the Government, which falls 
short of the quantity specified in the 
contract. 

5 1053.406-4 Preparation of contracts. 
(a> The Variation in Quantity clause Is 
set forth in * 7.103-4 of this title. The 
clause is applicable only if and to the 
extent specified in the contract, and does 
not in itself authorize overruns or under¬ 
runs. When it is considered appropriate 
to allow variations, a separate additional 
provision listing variation(s) will be in¬ 
serted in the schedule of the contract. 

tb> It m ill be the responsibility of the 
procuring contracting officer to deter¬ 
mine the permissible percentage of vari¬ 
ation. if any, for each item in the con¬ 
tract. Fairness to contractors requires 
that, in certain cases, overruns and un¬ 
derruns within reasonable limits be made 
allowable. On the other hand, there are 
many classes of items to which applica¬ 
tion of such a provision is obviously im¬ 
proper. Contracts for aircraft, engines, 
instruments, major accessories, and or¬ 
ders for small test Quantities purchased 
for experimental purposes are example* 
where provision for variation in the con¬ 
tract schedule would be improper. Ex¬ 
amples where the use of a percentage 
variation might be proper are contracts 
for standard items or for machine-made 
products, such as cloth, lumber, bolts, 
rivets, fuel, chemicals, and metals, where 
variation is customarily caused by allow¬ 
ances In manufacturing processes, con¬ 
ditions of loading, shipping, or packing 

<c) There should be no standard or 
usual percentage or variation. Each 
procurement for which an overrun or 
underrun is permissible should be based 
upon the normal commercial practices of 
the particular industry for particular 
items, and the permitted percentage 
should be no larger than is necessary to 
afford a contractor reasonable protec¬ 
tion. In no case will the permissible 
variation exceed 10 percent of the quan¬ 
tity ordered per article. The permissible 
quantity variation must have the ap¬ 
proval of this unit initiating the pro¬ 
curement 
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? 1053 400-5 Processing variations 
permitted by the contract . Whenever 
the quantity delivered by a contractor 
contains an overrun or underrun within 
the limits and for the causes permitted 
by the contract, the delivery may be ac¬ 
cepted by the appropriate AP personnel 
usually responsible for accepting de¬ 
liveries. Action by the procuring con¬ 
tracting officer or the administrative 
contracting officer is not required. The 
appropriate accounting component will 
increase or decrease obligated funds to 
reficct the price of the quantities de¬ 
livered and accepted. 

f 1053.406-6 Processing variations not 
permitted by the contract —(a) Over - 
runs. If the contractor produces an 
overrun under a contract which docs not 
provide for any variation in quantity or 
if the overrun exceeds the percentage 
permitted by the contract or Is caused 
by conditions other than those specified 
in the contract clause, the Government 
is under no obligation to accept the un¬ 
anticipated excess. The contractor will 
be notified by the administrative con¬ 
tracting officer that the Government 
does not consider itself obligated to, and 
does not desire to accept the extra 
quantity. The unanticipated excess will 
then be returned or tendered to the con¬ 
tractor for disposition by the contractor 
at his expense, including all transporta¬ 
tion and handling charges. 

(b) Underruns. Instances mlghC oc¬ 
cur where the Air Force will be called 
upon to accept: Underruns in excess of 
the Variation in Quantity clause, and 
underruns whereby no variation clause 
h set forth in the contract. In such 
cases, the contracting officer administer¬ 
ing the contract will submit the facts to 
the cognizant buyer who will advise the 
contracting officer administering the 
contract of the decision and action to 
be taken. Contract requirements cannot 
bo changed by unilateral action except 

specifically provided for in the con¬ 
tract. Until the contract requirements 
are nmended to delete the quantities 
constituting the so-called underrun or 
until the right of the contractor to de¬ 
liver has been terminated by statute or 
under the default or some other provision 
of the contract, insofar as such quanti¬ 
ties are concerned the obligation of the 
contractor to deliver and the Air Force 
to accept the quantities called for by the 
contract is not changed. 

11053.407 Execution of contracts ; re¬ 
quirements. 


! 1053.407-5 Contracts with an indi¬ 
vidual trading as a firm. Such a contract 
will be signed by the individual in ques¬ 
tion. The foliowing example shows the 
form that such an execution ordinarily 
wltf take: 

John Doc Comtant. 

By .. 

John Doc (Owner). 

Contractor. 


I 1053.407-6 Contracts with partner - 
ships, (a) The contract may be signed 
in the name of the partnership by one or 
more of the partners. Each partner who 
signs will sign as one of the firm. 

<b> A contract with a partnership do¬ 
ing business through a local representa¬ 
tive or agent may be executed in the 
name of the firm by such local repre¬ 
sentative or agent, 

fc> If the contract is executed in the 
manner specified in paragraph (b) of 
this section, there will be filed with the 
contract a properly certified copy of the 
power of attorney or other writing show¬ 
ing the authority of the representative or 
agent executing the contract. 

I 1053.407-7 Contracts with corpora¬ 
tions. fa) A contract with a corporation 
will have the name of the corporation 
written In the blank space provided 
therefor at the end of the contract form, 
followed by the word “by." after which 
the officer or person who has been au¬ 
thorized to contract on behalf of the 
corporation will sign his name, with the 
designation of his official capacity. 

(b) If the contract form being used 
contains a blank certificate as to the au¬ 
thority of the individual who executed 
the contract on behalf of the contractor, 
the completion of this certificate will be 
obtained, except as provided in para¬ 
graphs <c) and <d> of this section. The 
contracting officer will in all cases en¬ 
deavor to satisfy himself that the signer 
has authority to bind the corporation. 

<c> If the execution of the certificate 
mentioned in paragraph <b) of this sec¬ 
tion is impracticable, and if the contract¬ 
ing officer is able truthfully to do so, he 
may affix and sign the following state¬ 
ment on the contract: 

I hereby certify that to the best of my 
knowledge and belief, based upon observation 

and inquiry.- -(Name), 

who signed this contract for__... 

(Contractor) had authority to execute the 
same and Is the individual who aigna similar 
contracts on behalf of this corporation with 
the public generally. 


1 1503.407-1 Citation of funds charge 
A citation of the funds charges bl 
« ui be made on all contracts. 

5 1053.407-2 Citation of finance of 
Acer, a citation of the finance office 
^signaled to make payment will t> 
ma de on all contracts. 

Contraettnff officer' 
^ The contracting officer wil 
rffjn on behalf of the United States li 

prov,ded ,or signature 
and his official title will be added. 

11063.407-4 Contracts with Individ 
»iJ V JT J ? tract wlth 611 Individual wil 
^iTOcd by the individual in his owi 


(Contracting Officer \ 

(d> In lieu of complying with para¬ 
graph <b> or tc) of this section, the con¬ 
tracting officer may obtain satisfactory 
evidence of the authority of the signer to 
bind the corporation and file the evidence 
with the contract. Such evidence will 
consist of extracts from the records of 
the corporation showing either: 

(1) The election or appointment of the 
officer executing the contract on behalf 
of the corporation and the grant of au¬ 
thority to such officer to execute the con¬ 
tract. 

<2) If the contract is signed by some¬ 
one other than an officer of the corpora¬ 
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tion. the grant of authority to such per¬ 
son to execute the contract. 

(e) If the contract form being used 
does not contain a certificate, no certifi¬ 
cate need be executed, nor will the evi¬ 
dence specified in paragraph (d) of this 
section be required. This will not relieve 
the contracting officer from assuring 
himself that the person signing has au¬ 
thority to bind the corporation and, 
when necessary, establish the basis for 
his action if a question arises Involving 
such authority. 

? 1053.407-6 Contracts with Joint ven¬ 
turers . Contracts arc sometimes entered 
into with Joint venturers, consisting of a 
corporation and a partnership, or a 
partnership and an individual, etc. In 
such cases the contract will be signed by 
each participant in the joint venture. 
When a corporation is participating, a 
certificate should be obtained from the 
custodian of the records stating that the 
corporation is authorized to participate 
in the joint venture. 

i 1053.407-9 Certification on food con¬ 
tracts . Contracts for foods of animal 
origin that are entered into direct with 
processing establishments for dairy prod¬ 
ucts. meats, etc., will contain the follow¬ 
ing certificates, unless such establish¬ 
ment has been approved as a source of 
supply. 

CrrnrTCATioH oh Food Contracts 

X certify that the contractor’s establish¬ 
ment supplying the items being procured by 
this contract has been Inspected and found 
to be an approved source of supply; that I 
have reviewed the analysis of samples of all 
supplies the contractor proposes to furnish 
under this contract and find them in accord¬ 
ance with the specifications attached hereto 
or referenced herein. 

Title: Surgeon 

I certify that I have inspected and Investi¬ 
gated the contractor’s establishment, facili¬ 
ties. business reputation and other qualifica¬ 
tions and consider him to be properly quali¬ 
fied. and his facilities adequate to carry out 
this contract to a satisfactory conclusion; 
that the surgeon has certified that the con¬ 
tractor's establishment has been inspected 
and found to be an approved source of supply 
for the Items being procured by this contract. 


Title: Contracting Officer 

SURF ART C—CONTRACTOR ACKNOWLEDGMENT 
OF RECEIPT OF CONTRAOTUAt DOCUMENTS 

i 1053.702 Policy. All written notices 
of award, fully executed and binding 
contracts, modifications, administrative 
notices, exhibits, or other contractual 
documents forwarded to AF contrac¬ 
tors will be forwarded by certified mail, 
return receipt r eque sted, or will be ac¬ 
companied by AFPI Form 29. “Contrac¬ 
tual Document Transmittal—Receipt 
Card." as appropriate. This procedure 
will establish a specific date for the de¬ 
livery of supplies or services. 

SU8PART K—USE Of NEW CONTRACTS FOR 
FOUOW ON PROCUREMENTS 

1 1053.1102 General . When procur¬ 
ing additional or similar items to those 
already on contract. It has been the prac¬ 
tice to use supplemental agreements to 
the existing contract. This is econom¬ 
ical when funds of the same fiscal year 
are being used. However, the practice 
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of adding funds of a later fiscal year to 
a contract presents problems of ac¬ 
counting since it is impossible to close 
out the previous year's account &s long 
as the contract itself is active. 

5 1053.1103 Policy. AU follow-on pro¬ 
curements (adding additional articles in 
the prosecution of subsequent fiscal year 
programs) will be accomplished on a 
separate and distinct contractual in¬ 
strument as opposed to a supplement 
to an existing contraot. 

5 1053.1104 Exceptions. Exceptions 
to this policy are as follows: 

(a) Contractual coverage for prepro¬ 
duction expenses, such as engineering 
changes, facility expansion, and tools re¬ 
lating to Initial release of production 
quantities. 

<b) Follow-on procurements for pilot¬ 
less aircraft when requirement is re¬ 
leased on a partial basis, such as pur¬ 
chase of materials, fabrication of 
materials, and assembly. 

(c> Supplemental agreements for ad¬ 
ditional quantities within the same fiscal 
year. 

(d> CPFF contracts: In CPFF con¬ 
tracts for research and development, ex¬ 
ception is permissible only when the 
period of performance Is not in excess 
of 3 years from the date of the initial 
contract. 

te) Open and call contracts. 

<f> Research and development con¬ 
tracts where the period of performance 
will not exceed 3 years from the date of 
the initial contract. 

(g) Instances where the Government 
exercises its rights under the option 
clause of a contract. 

SUBPART l—BIUS OF MATERIALS 

5 1053.1202 Definitions —(a) "Bill of 
Materials ” A Bill of Materials is a list¬ 
ing of the materials and parts required 
to produce a given product, assembly, 
subassembly, or part. There are four 
standard Bills of Materials approved by 
the Department of Defense: 

(1) A Detail Btll of Materials, which 
lists all materials required for each indi¬ 
vidual part of the end item actually 
fabricated by the prime contractor or his 
subcontractors. Name of material, form, 
size, and description, specification and 
quantity of each material are furnished 
(separate listings being made for ma¬ 
terials for each part). Lead time is 
given unless excluded by the procuring 
agency. A listing of all subcontracted, 
purchased, and Government-furnished 
parts is provided on DD Form 347. The 
procuring agency may specify that cer¬ 
tain standard parts or minor subassem¬ 
blies need not be listed. 

(2) A Modified Bill of Materials, 
which lists all materials required for each 
significant part and for consolidations of 
insignificant parts of an end item actu¬ 
ally fabricated by the prime contractor 
or his subcontractors. It provides: 
name of part or consolidations, mate¬ 
rials. form, size, description, specifica¬ 
tion. lead time, quantities, and a listing 
of significant subcontracted, purchased, 
and Government-furnished parts. 

(3) An Expanded Summary Bill of 
Materials, which lists the total quantities 
of each material required lor parts 


actually fabricated by the prime contrac¬ 
tor or his subcontractors. In addition, 
this Bill may list all the purchased, sub¬ 
contracted. or Government-furnished 
parts. Name of material, form. size, and 
description, quantity, specification, and 
lead time for each material arc furnished 
but will not be broken down by parts. 
When deemed necessary by the procur¬ 
ing agency, materials for parts may be 
reported individually. 

(4) An Abbreviated Summary Bill of 
Materials, which summarizes the total 
gross quantities of each material (exclu¬ 
sive of purchased parts) required for 
fabrication by the prime contractor and 
his subcontractors. Only name, form, 
lead time, and quantity of material are 
normally required. Other materials data 
arc given only If specifically requested by 
the procuring agency. The procuring 
agency may specify the materials to be 
reported or may limit reporting to con¬ 
trolled materials only. Materials are 
not broken down by parts, and a parts 
listing is not provided. 

<b) "Lead time* Lead time is the 
elapsed time in months from the re¬ 
quired date of shipment of the material 
from the supplier to the date of comple¬ 
tion (not delivery) of the production 
item. An "average material lead time" 
or "in process time" is called for unless 
more complete information is needed, in 
which case the individual material lead 
time may be specified. With respect to 
subcontracted or purchased parts and 
Government-furnished property, lead 
time is the elapsed time from the re¬ 
quired date of shipment of the listed part 
from supplier to the date of completion 
of the procurement item, 

9 1053.1203 Policy . (a) A Bill of Ma¬ 
terials, with respect to all or part of the 
supplies to be furnished pursuant to a 
contract, will be required only if Hq 
AMC. determines that such Bill of Ma¬ 
terials is necessary to develop materials 
or components requirements for produc¬ 
tion and maintenance programs or to de¬ 
velop: 

<1) Industrial materials data for de¬ 
termining the raw and semi fabricated 
materials required to support the indus¬ 
trial materials demands of the aircraft 
and allied industries in producing cur¬ 
rent or mobilization aircraft programs. 
These determinations are used as a basis 
for allocating "military set-aside" of ma¬ 
terials to assure availability of these ma¬ 
terials to support production of military 
items. 

(2) A guide for screening and evaluat¬ 
ing allocations requests and justifying 
materials allocations to contractors. 

(3) Industry and oompany productive 
patterns for determining the production 
feasibility of specific production pro¬ 
grams. 

(4) Specific materials and component 
requirements reports to be ijsed as a 
basis for expanding Industrial capacity 
on an industry or individual company 
basis, establishing second production 
sources, industrial planning, and mo¬ 
bilization studies. 

(5) Criteria to be used as a basis for 
recommending to other Government 
agencies the necessity for stockpiling cer¬ 
tain critical materials, or as a basis for 


materials conservation actions, with a 
view to assuring materials availability in 
periods of emergency. 

(b> A Detail Bill of Materials will not 
be purchased unless its procurement can 
be justified for uses other than materials 
requirements computations. For uses 
other than materials estimating. Detail 
Bills may be purchased if an item is in 
production, or if not in production, if 
made to military specifications. 

(c) An Expanded Summary or an Ab¬ 
breviated Summary Bill of Materials may 
be purchased for items in production, or 
for mobilization planning purposes for 
any items not in production that are 
made to military specification, or for “B" 
products for which It is anticipated that 
the procuring agency will allot materials 
during mobilization. 

(d) The type of Bill of Materials pro¬ 
cured will depend upon the use for which 
the Bill is intended. The most simplified 
type of Bill of Materials will be procured 
in all Instances unless, in the opinion of 
Hq AMC. a more detailed type of Bill of 
Materials is required. The amount of 
detailed information required in a Bill of 
Materials procured solely for material* 
or components estimating purposes will 
be limited, where feasible, to significant 
elements of the end item. 

(e) In connection with Government- 
purchased Bills of Materials, prime con¬ 
tractors should limit their request for 
data from their subcontractors to the 
detail specified in the procurement order. 
This limitation is not intended to affect 
the normal flow of information between 
prime contractors and subcontractors. 

it) Materials necessary to fabricate 
*‘B" products are not to be included in a 
Bill of Materials for an "A M product, even 
though a Btll of Materials may call for a 
listing of parts. Bills of Material? for 
"B" products will be purchased only from 
the manufacturers of those "B" products, 
and will exclude materials data on parts 
purchased by the manufacturer. Ma¬ 
terials data on purchased parts are to be 
procured only from the manufacturer of 
such parts. 

(g) A Bill of Materials procured in 
conjunction with a procurement contract 
is chargeable to the contract and may be 
Included in the price of the procun incnt 
item. A Bill procured solely for mobilira- 
tion planning needs is chargeable to in¬ 
dustrial mobilization planning funds. A 
Bill required for on item In production 
may be furnished by the contractor, at 
his option, at no extra cost, but the 
amount of detail requested of him is not 
to exceed that needed by him for his own 
operation. 

SUBFART O—PRIOR GOVERNMENT OWNERSHIP 
OF ITEMS BEING PROCURED 

9 1053.1502 General. It is desirable 
for the contracting officer to know 
whether materials, components, or end 
products offered for sale to the Govern¬ 
ment have been previously Government 
owned or have been acquired by tne 
bidder or by intermediate purchasers ai 
sales of Government surplus property. 

5 1053.1502-1 Procurement &V formd 
adxyertising . When a contracting ulUcef 
has reason to believe that a particular 
item being considered for procuremen 
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has been formerly owned by the Govern¬ 
ment (retained by a contractor pursuant 
to the terms of settlement of a terminated 
contract or acquired through sale of Gov¬ 
ernment surplus property). the contract- 
tug officer will Insert the following state¬ 
ment in the Invitation for bid: 

In the event that the end products or 
component parts thereof to be furnished 
under this bid have been previously Govern - 
ment -owned, have been retained on contract 
termination Inventory or have been acquired 
by the bidder at any aaie of Government tur¬ 
pi u« property, such fact will be stated by the 
ottering bidder. In addition. If any value 
has been added to such property by modlfi- 
catlotl. overhaul or improvement such fact 
a til be stated by the offering bidder. 

I 1053.1502-2 Procurement by nego¬ 
tiation. (a> When a procurement is to 
be placed by negotiation and the con¬ 
tracting officer has reason to believe that 
end items or components thereof, which 
were previously owned by the Govern¬ 
ment. are or may be incorporated In the 
end product for which procurement is 
being made, the contracting officer will 
obtain the bidders’ certification of the 
following .statement: 

In the event that the contractor has in¬ 
fer ms: Ion or knowledge that any material 
or components of the end product to be 
supplied under this procurement consist of 
furmrr Government-owned property retained 
by the bidder on contract termination, or 
acquired by bidder at any sate of Govern¬ 
ment rurplut property, or that the end prod¬ 
uct itself consists of such formerly Govern- 
ment-owned surplus property, a statement 
of sll known facts of such sale or retention 
(including selling cost) of Hems offered in 
this procurement will be made by the con¬ 
tractor. 


<b> Where the contractor makes 
known lie will use materials or compo¬ 
nents that were previously Government- 
owned or acquired at sales of Govern¬ 
ment surplus property, the contracting 
officers will give particular attention to 
the projxwed contractor’s method of 
casting such inventory. For this pur¬ 
pose. the contracting officer should de¬ 
termine the method used by the con¬ 
tractor and where the proposed method 
oi costing the inventory is inadequate 
Unequitable and not susceptible to veri¬ 
fication). an agreed upon practicable 
method will be substituted. If any un¬ 
certainty exists as to whether the pro¬ 
posed inventory costing method is 
equitable to the Government and prac- 
in the light of the contractor's 
published accounting procedures, the 
contracting officer may seek advice 
through the cognizant representative of 
the Auditor General. USAF. 


f-comuAcn between the gc 
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treatment. Similarly, proposed subcon¬ 
tracts or purchase orders between prime 
contractors and Government employees 
will not be approved except for the most 
cogent reasons inasmuch as they are 
open to the same criticism. 

cb) Sales contracts . Sales contracts 
will not be approved for sale of property 
to persons known to be officers or en¬ 
listed personnel of the Armed Forces on 
active duty, civilian employees of the 
Federal Government (to include the De¬ 
partment of Defense), and the immedi¬ 
ate families, dependents, and agents of 
such military and civilian personnel ex¬ 
cept as may be provided for in AF regu¬ 
lations and directives. 

I 1053.1603 Administrative approval 
of AF contracts . When a contracting 
officer has reason to believe that the 
award of a contract would violate the 
policy expressed in $ 1053.1602 (a), an 
administrative approval of such contract 
w ill be obtained prior to award. 

§ 1053.1601 Administrative approval 
of subcontracts. When an administra¬ 
tive contracting officer of an AMA has 
reason to believe that the approval of a 
proposed subcontract or purchase order 
would violate the policy expressed in 
$ 1053.1602, an administrative approval 
of such proposed subcontract or purchase 
order will be obtained as required by the 
commander of the appropriate air ma¬ 
teriel area prior to any other required 
approval of such subcontract or purchase 
order. 

$ 1053.1605 Attempted circumvention. 
No comprehensive definition of a Gov¬ 
ernment employee within the meaning of 
this subpart is attempted; however, con¬ 
tracting offleers will remain alert to de¬ 
tect attempts to circumvent the provi¬ 
sions of thLs subpart by artifice and 
subterfuge. 

SUCPART Q—AIR FORCE POLICY; FUR 
PROCUREMENT 

* 1053.1703 Policy . The following 
policy is hereby established with respect 
to AF procurement of natural and syn¬ 
thetic fur for use in connection with cold 
w rather operational protective clothing: 

<a) Except where required by applica¬ 
ble specifications, it is AF policy that 
neither synthetic nor natural fur will be 
procured to the exclusion of the other. 

<b) Where specifications permit the 
use of cither natural or synthetic fur. 
the Air Force will continue to procure 
appropriate quantities of natural fur to 
the extent it is competitive with syn¬ 
thetic fur and otherwise meets specifi¬ 
cations. 

fc) In cases where the use of cither 
natural or synthetic fur is permitted, 
future solicitations will provide that bids 
and quotations may be submitted on both 
types of fur. In evaluating bids or quo¬ 
tations from the synthetic and natural 
fur industries, consideration will be given 
to price, quality, and delivery factors. 

SUBPART R—PREPARATION ANO USE OF CER¬ 
TAIN KINDS OF LOCAL PURCHASE CONTRACTS 

I 1053.1802 Contracts for care of re¬ 
mains of deceased Government person- 
net —ia) General. (1) When computing 


contractual requirements for care of re¬ 
mains. consideration will be given to all 
types of emergencies such as multiple 
deaths, care of remains for other services, 
etc. Other military activities In the area 
.should be requested to use the contract 
when such services are required. 

<2> Due to the nature of the services, 
the invitation for bids will not be posted 
m public places. Care will be taken to 
insure that all potential bidders within 
the area are given an opportunity to bid. 

<3) When cremation is requested, cre¬ 
mation services will be procured on an 
individual basis. A suitable casket 
(cloth-covered suggested) and an urn 
may be provided. 

(4) In the case of all nonviewablc re¬ 
mains. a scaler type casket with an all- 
metal innerseal will be called for. When 
death is due to o communicable disease 
and the remains are viewable, a sealer 
type casket with a viewing panel of glass 
or acrylic and metal innerseal will be 
called for. 


Part 1054 —Contract Administration 

Subporf A— Adminitlrolton of AF Controctt by 
Contracting Officers 

1064.103 Definitions. 

1064 104 Matters of contract Administration 
to be bandied by Administrative con¬ 
tracting officers. 

1064.105 Administrative duties reserved for 
procurlug contracting officers of Hq AMC. 
AMC field procurement activities, or 
ARDC 

1054.111 Legal power of contracting officer. 

Svbport B— Approval of Subcontracts 

1 <354 202 Definition. 

1054 203 Approvals. 

1054 204 Approval of contractor's purchas¬ 
ing system. 

1054 205 Approving subcontracts under 

cost-reimbursement, tlme-nnd -materials, 
and labor-hour prime contracts. 

1054.206 Approving subcontracts under 

fixed-price prime contracts. 

1064 207. Evaluation of prices of proponed 
subcontracts. 

1051208 Utilization of cost analyst pet 
sonuel. 

1064.209 Utilization of audit personnel. 

1054.210 Maintenance of debarred, ineligi¬ 
ble and suspended contractor's tut and 
supplemental lists. 

1054211 Cost -pi ua-a-percentage- o f -cost- 
subcontracts, 

1064 212 Employment agency or engineering 
service subcontracts. 

1054.213 Time-and*material orders. 

1054 214 Inclusion of approval clauses (n 
cost-reimbursement subcontracts. 

10542 15 Excessive subcontracting under 
CPFF prime contracts. 

1054216 Inclusion of statutory provisions. 

1064.221 Security requirements under 
classified subcontracts. 

1054 222 Affiliations between Air Force con¬ 
tractors and their subcontractors or 
suppliers. 

1054223 Approval of lnterplant Invoices. 

Subport C—Centred Chong* Notifications 

1064302 Definitions. 

1054303 Method of effecting contract 
changes. 

1054 305 Use of CCN's. 

1054306 Procedure for Issuance of CCS. 

1054 310 Quotations. 

1054311 Supplemental agreements with 
respect to changes ordered by CCN’s. 
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Svbporl D— Reimbursement of Cost* in Excess of 
Estimoled Coin Incurred Under Cw»*l#lm- 
bunement Typo Prime Controls ond Sub¬ 
contracts 

Soc 

1054.402 General. 

1054 403 Action bp the admlnlairaUv* con¬ 
tracting officer on con tractor's request. 

1054.405 Effect of change order by which 
additional funds are allotted. 

1064 406 Subcontracts. 

Sub port E—Derition* and Appeols Under 
Oktputei Clows* 

1054.502 Exception. 

1054603 Decisions. 

1054.503- 1 Preparation. 

1064.503- 2 Legal advice by 8toff Judge Ad¬ 
vocate. Hq AMC. 

1054 503-3 Transmittal to contractor. 

1054.603-4 Amendment after transmittal 
to contractor. 

1054.604 Appeals. 

1054 504-2 Contractor's compliance and 
withdrawal after appeal Is Died 

1054.505 Suggested format; decision In ac¬ 
cordance with disputes clause. 

1054.606 Alternative suggested format: to 
be uaed when a termination dUpule It 
Involved. 

Swbpart F—Avtboriiotlon ond Administration 
of Progrosi Payments Under Fluod-Prko Con- 

• trod*. 

1054 602 Definition. 

1054 603 Application. 

1054.604 Policy relating to authorisation of 
contract provisions for progress pay¬ 
ments. 

1064 606 Contract provisions for progreea 
payments. 

1054.007 Policy for administration of prog¬ 
ress payments under AP contracts by 
administrative contracting officers 

1054.600 Method of recoupment for liqui¬ 
dation. 

1054 610 Statements of coats in support of 
progress payment invoices submitted by 
the contractor. 

1054 612 Schedule supporting progress pay¬ 
ment invoice—total cost basis. 

1054.613 Schedule supporting progress pay¬ 
ment Invoice—labor and material basis. 

Subpart G—Contract Chongs Releate* 

1054 702 Definitions. 

1054.703 Use of change releases. 

Subport I—Wag* ond Safory Approval 

1054 000 8cope of subpnrt. 

1054 001 Application. 

1054 002 Definition. 

1054003 Approving authority 

1054004 Wage and salary rates requiring 
special consideration. 

1054005 Costs resulting from salary and 
wage rates and adjustments requiring 
approval. 

1054006 Establishment of rates for new 
Jobs or adjustments in rates for existing 
Jobs. 

1054007 Responsibility of the administra¬ 
tive contracting officer. 

1054010 Union activities and labor-man¬ 
agement disputes. 

1054011 Policy regarding elimination of in¬ 
centive pay and excessive per diem for 
work or services at AP test bases. 

Sub part K—Reimbursement to Contractor* for 
Poitag* Raid on Contract* Calling for Delivery 
at Point of Origin 

1054.1102 General. 

Subpart L—Rogittraflon Under 5ecuriHe* Act of 
AF Contractor* Holding Classified Contract* 

1054.1202 General. 
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Subport M—Policy With Respect to Payment of 
Premium Compensation for Extra haiordou* 
Flight Totting 

6e€ 

1054 1302 Policy. 

Subport N—Payment of Fixed Foe Under CPF? 
Contract* 

1054 1402 General. 

1054.1403 Formulas for estimating percent¬ 
age of completion of work and Axed fee 
due. 

1054 1404 Optional formula. 

1054.1406 Contract formulas. 

1054.1407 Prohibition against using total 
cost versus estimated cost formula. 

1054.1408 Consistency in use of formula 
adopted for Individual contracts. 

1054.1400 Certificate of completion of work. 
1054.1410 Submission of vouchers covering 
fixed fee. 

Subpart P—Administration of Flight Tett or 
Other RAO Program* of To«t Facilities 

1054 1603 Definition. 

1054.1604 Responsibilities. 

Subpart R—Renegotiation Boord Inquiries 

1054.1803 Procedure. 

1054.1805 Checklists of questions 

Subport S—Performance Data on ASPPA 
Contractor* 

1054.1002 Genera). 

1054 1003 Source and routing of requests. 
1054 1004 Use of checklist. 

1054 1005 Source of data. 

1054.1211 Performance checklist. 

Swbpart T—Supervision of Factory Training 
Court#* 

1054 2002 General. 

Subport U—Plont Seizure Program 
1054 2103 General. 

Subpart W—Scrap Control 

1054.2303 Oeneral. 

1054.2304 Responsibilities. 

Subport Y—losses, Damage*, or Destruction of 
Government Property In Possession of Con¬ 
tractors Under Military Suspense Accounting 

1054-2500 Scope of subpart. 

1054-250$ Responsibilities and procedures. 

Svbpoft Z—Interim Billing Prices ond Refunds 
for Incentivo and Price Re determination Con¬ 
tracts 

1054.2000 Scope of subpart. 

1054.2602 General 

1054360$ Refund* and adjustments. 

1054 2604 Contract administration. 

Atmtoamr: II 1054.103 to 10543604 Issued 
under sec 8012. 70A Slat. 488; 10 U. 8. C. 
8012. Interpret or apply secs. 2301-2314. 70A 
Slat. 127-133: ,10 U. S. O. 2301-2314. 

SUBPART A—-ADMINISTRATION OF AF CON¬ 
TRACTS BY CONTRACTING OFFICERS 

l 1054.103 Definitions. The follow- 
ing definitions will apply throughout this 
subpart: 

(a> "Administrative contracting offi¬ 
cer : M A contracting officer to whom is 
assigned the responsibility for adminis¬ 
tration of AF contracts or contracts of 
other Government departments for 
which the Air Force has assumed ad¬ 
ministrative cognizance. 

<b> "Contract." See definition ifi 
S 1.201-6 of this title. 

f 1054.104 Matters of contract ad¬ 
ministration to be handled by Ad¬ 
ministrative contracting officer a. As a 


representative of the Government, the 
administrative contracting officer ad¬ 
ministers any AF contract as written 
(including all amendments). Some of 
the more important duties of contract 
administration are to: 

(a) Review and approve wage and 
salary schedules within limitations 
established by any Federal wage or salary 
stabilization board in connection with 
cost-reimbursement-type contracts. 

<b> Determine allowability of costa 
under Part 15, Chapter I. of this title, 

(c) Approve contractors Invoices for 
payment, including those for progress 
payments where authorized. 

(d) Administer advance payment 
bank accounts when so authorized by Hq 
AMC. 

(c) In connection with provisioning of 
spare parts: 

(1) Review and approve pricing of 
spare parts. 

<2> Negotiate, prepare, execute, and 
issue supplemental agreements. 

<3> Issue DD Form 702, "Order for 
Purchase of Supplies or Services, * to 
obligate committed funds. 

(f i Approve insurance costs under ap¬ 
proved insurance plan. 

(8) Approve subcontracts and pur¬ 
chase orders to vendors according to the 
provisions of the contract being admin¬ 
istered. 

<h> Determine whether variations in 
quantities arc allowable where the con¬ 
tract Includes a variation clause with a 
percentage limitation. 

ill Analyze and make recommenda¬ 
tions on contractors' quotations upon re¬ 
quest of procuring contracting officers. 

(j) When requested, participate to 
price rede terminations at Hq AMC or at 
AMC field procurement activities. 

(1) When price redelermination is to 
be accomplished by AM As, review con¬ 
tractor's quotations and. to the extent 
authorized, negotiate the revision in 
price and accomplish necessary contrac¬ 
tual changes according to the agree¬ 
ments reached. 

(2» Approve contractor's aecountlnf 
system for cost-reimbursement contracts 
and fixed-price contracts having rede- 
termination clauses according to exist¬ 
ing directives. 

<k> Issue and approve Issuance of 
tax-exemption certificates when permis¬ 
sible under the contract and where au¬ 
thorized by AMA commanders. 

(11 Take action to approve sale or dis¬ 
position of Government property accord¬ 
ing to existing directives. 

<m > Relative to Government property: 
<1> In cases of loss, destruction, or 
damage thereto, determine liability ol 
the contractor. If any. 

(2) In cases involving discrepant 
Incident to shipment to or from the con¬ 
tractor's facility, determine the adjust¬ 
ing action required. 

(n> Report all litigation involving » 
CPFF contractor. 

(o) Determine that bailed property is 
used for the purposes intended. 

(pf Be responsible for Obtaining ap¬ 
proval of all bailee's crews designate 1° 
crew and maintain aircraft. 
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(q) Prepare findings of fact and issue 
decisions on nonallowable items of cost 
under the Disputes clause. 

(r) Be responsible for determining 
whether the contractor has complied 
with applicable labor clauses, such as 
Davts-Bacon Act, Walsh-Hcaley Public 
Contracts Act. Convict Labor, etc., inso¬ 
far as the Air Force is charged with such 
responsibility. 

is> With respect to facilities contracts, 
approve items for acquisition or perform- 

ance. 

(t) With respect to facilities contracts, 
authorize the use of the facilities accord¬ 
ing to the terms of the contract and col¬ 
lect rent when necessary, including the 
negotiation of amounts as necessary. 

(u) Establish and/or recommend nego¬ 
tiated overhead rates for use in facilities 
contracts. 

<v) Negotiate overhead rates for cost- 
reimbursement type supply contracts. 

(w> Enforce the proper maintenance 
and protection of Government-owned fa¬ 
cilities covered by facilities contracts and 
leases. 

(x) In connection with open and call 
contracts, subject to their terms, perform 

the following: 

(l) Issue call orders authorized by Hq 
AMC or the procuring office. 

*2) Negotiate and approve priced ex¬ 
hibits covering calls against open con¬ 
tracts; however any priced exhibit ex¬ 
ceeding $100,000 will be subject to the re¬ 
view' and administrative approval prior to 
distribution. 

(3) Send copies of approved exhibits to 

the buying activity. 

(4) Obtain printing and distribution of 
approved exhibits as required. 

(5) Negotiate and approve delivery 

schedules. 

(y) Generally, make determinations 
and give approvals which are required by 
the provisions of the contract or subcon¬ 
tract and perform such other duties as 
are required by the contract or by appli¬ 
cable directives. 

<z> Notify the contractor and other in¬ 
terested parties of the acceptance or re¬ 
jection of first articles W'here the con¬ 
tract contains a provision for first article 
approval. When the First ArUcle Ap¬ 
proval clause Is incorporated In the con¬ 
tract. the term “Government” as used in 
subparagraph *d> of the clause wherein 
it U stated “• • • the contractor will bs 
notified, in writing, by the Government 
• will be construed to mean “Ad¬ 
ministrative Contracting OfficerThe 
Government laboratory or commercial 
testing firm responsible for conducting 
i.ii* required tests will notify the adminis¬ 
trative contracting officer of the accept- 
jnce or rejection of the first arttcle. 
Upon receiving such information, the 
administrative contracting officer will 
immediately notify the contractor, the 
and the procuring 
contracting officer or other interested 
Persons. 

out cost-rclm- 
oarsement contracts, obtain releases 

n^L COnt T actor5 acc ording to appro- 

this tin* I 'j raCl , clauw - 8« 116 812 of 
title for release form. 

.JA®?* *05 Administrative duties re- 
irrrecf for procuring contracting officers 


of Uq AMC. AMC field procurement ac- 
tivttics . or ARDC. Some of the principal 
duties of contract administration in¬ 
formed by procuring contracting officers 
are to: 

(a) Specify consignees and issue in¬ 
structions on packaging, marking, tag¬ 
ging, labeling, and forwarding of preser¬ 
vation and packaging lists. 

tb) Amend contracts to change the 
price or other terms, including changes 
necessary because of price rede termina¬ 
tion or CCN procedures, except for Form 
FPR-E price redetermination. 

(c) Authorize the acceptance of mate¬ 
rials that deviate from specifications and 
make determinations whether the Gov¬ 
ernment will exercise its rights under the 
Latent-Defect clause. 

<d> Under the authority of contract 
clauses, determine the facilities which 
arc to be included initially or by amend¬ 
ment in the schedules of facility con¬ 
tracts. 

(e) Authorize the loan of property to 
AP contractors and approve such loans 
under bailment agreements. 

<f) Make changes in contract provi¬ 
sions which cannot be done by AFFI 
Form 35, “Contract Change Notifica¬ 
tion/* 

<g) Designate additional places of 
final Inspection and acceptance under 
AF contracts. 

<h) Originate requests for CCN’s and 
amend the contract when CCN proce¬ 
dures have been accomplished by ad¬ 
ministrative contracting officers. 

<i> Initiate action for contract termi¬ 
nation authority. 

CJ) Change the place of administra¬ 
tion and place of payment of any AF 
contract according to existing directives. 

5 1054.111 Legal power of contracting 
officer. The division of duties and au¬ 
thorities among contracting officers pro¬ 
vided for In this subpart is administra¬ 
tive only and docs not limit the legal 
powers of any contracting officer to act; 
however, contracting officers will comply 
with this subpart. 

SUBPART B— APPROVAL OF SUBCONTRACTS 

5 1054 202 Definition. As used in tills 
subpart, “subcontract" means any pur¬ 
chase order or other contractual instru¬ 
ment or commitment entered into by a 
prime contractor or subcontractor with 
parties other than the Government. 

5 1054.203 Approvals. Provisions In 
AF contracts outline and limit the extent 
of approvals required for subcontracts. 

When general approval of the subcon¬ 
tract is required, it includes, but is not 
limited to. such matters as: ta) Source 
approval. tb> reasonableness and fair¬ 
ness of price. <c) quantities, and <d> ade¬ 
quacy of inclusion of statutory clauses or 
other provisions determined to be neces¬ 
sary. When approvals arc given by ad¬ 
ministrative contracting officers, they 
should be qualified or limited to the ex¬ 
tent desired by the contracting officer so 
that under all circumstances they fully 
protect the Interest of the Government. 
Contingent approvals of this nature may 
be made by use of the following qualify¬ 
ing clause when appropriate to limit the 
approval. 


Thla purchase order or subcontract U ap¬ 
proved under the subject coo tract, but this 
approval shall not relict© the prime contrac¬ 
tor of any obligation under the prime con¬ 
tract and shall be without prejudice to any 
right or claim of the Government thereunder, 
and shall not create any obligation or the 
Government to the vendor under thU con¬ 
tract. 

In any event it te important that the 
approval be carefully worded to portray 
the exact extent of the approval desired 
to be given by the administrative con¬ 
tracting officer. 

i 1054.201 Approval of contractor's 
purchasing system . (a) Reliance upon 

the contractor's purchasing system 
where U has been determined efficient 
is preferred to checking and approving 
individual subcontracts. Since the man¬ 
ner in which the approval of a subcon¬ 
tract is given is the prerogative of the 
Government, it will be considered proper 
for administrative contracting officers to 
substitute approval of the contractor s 
purchasing system for individual ap¬ 
provals, even though the prime contract 
docs not contain a contract clause spe¬ 
cifically providing for elimination of in¬ 
dividual approval requirements based on 
approval of the contractor's purchasing 
system. The contracting officer may ap¬ 
prove all or any part of the contractor's 
purchasing system and from time to time 
rescind or reinstate such approval. 
However, any approval granted should 
exclude cost-reimbursement, time-and- 
materlals. and labor-hour subcontracts. 
These types of subcontracts will be 
approved Individually according to 

1054 213 or 1054.214. 

<b) Approval of a contractor's pur¬ 
chasing system must be based upon 
knowledge that the operation measures 
up to sound Industrial procurement 
standards as well as to AF requirements, 
and upon reasonable assurance that ef¬ 
ficient procurements will continue after 
the subcontract approval requirement is 
eliminated. Where Justified by the 
dollar amount and type of contracts In¬ 
volved. the administrative contracting 
officer will make or cause to have made 
a survey of the contractor's purchasing 
system to serve as the basis for approval 
of the system. Any deficiencies in the 
purchasing system disclosed by the sur¬ 
vey will be referred to the contractor for 
correction. Fol!ow r up action will be 
taken to Insure proper consideration of 
the suggestions offered. Until satisfac¬ 
tory corrective action is taken by the con¬ 
tractor. the administrative contracting 
officer will continue reviewing individual 
subcontracts as deemed necessary. 

(c) The administrative contracting 
officer will consider the reasonableness of 
costs resulting from unapproved pur¬ 
chasing practices in price rede termina¬ 
tion proceedings under fixed-price con¬ 
tracts providing for the redetermlnation 
of the price and in the reimbursement of 
costs under cost-reimbursement type 
contracts. 

<d) Where the purchasing system is 
Judged to be sound and acceptable by 
AP standards, approval of the purchas¬ 
ing system will be made and the subcon¬ 
tract approval requirement modified. 
Thereafter, spot checking will be con- 
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ducted to Insure that the efficient pur¬ 
chasing operations as indicated by the 
system survey are being maintained. 

<e> If substantial personnel or proce¬ 
dural changes occur or a considerable pe¬ 
riod has elapsed since the previous sur¬ 
vey. a resurvey will be conducted. 
Purchasing system approval and the cor¬ 
relative subcontract approval require¬ 
ment will be modified as warranted by 
the efficiency of the contractor's pur¬ 
chasing operation. 

$ 1054.205 Approving subcontracts un¬ 
der cost-reimbursement, time-and-ma¬ 
terial, and labor-hour prime contracts. 
Because of different subcontracting 
clauses in these prime contracts, ap¬ 
proval procedures vary. The contracting 
officer will review each particular con¬ 
tract to ascertain all necessary approval 
requirements thereunder. Various 
changes have been authorized In the 
form of such clauses. Administrative 
contracting officers will accordingly make 
a detailed examination of each particu¬ 
lar contract clause in connection with 
which subcontracting approvals are 
given. Source approvals normally will 
be limited to first-tier subcontracts. Ap¬ 
proval of subcontracts, in the form of 
settlement agreements compromising 
Government liabilities to third parties, 
will be accomplished by the procedures 
set forth in S 1015.502 (f) of this chapter. 

8 1054.206 Approving subcontracts un¬ 
der /! zed-price prime contracts. Gen¬ 
erally all AF fixed-price contracts over 
$5,000. except personal service contracts, 
include a clause providing for subcon¬ 
tract approval by the contracting officer. 

(a) Firm fixed-price »FP) and fixed- 
price with escalation (F Pitt prime con¬ 
tracts. FP and FPE prime contracts gen¬ 
erally provide for approval of subcon¬ 
tracts “as to source/’ 

<b> Fixed-price providing for redeter¬ 
mination of price (FPR >. and fixed-price 
incentive <FPI> prime contracts. FPR 
and FPI prime contracts generally re¬ 
quire the following: 

<V Source approval by the contracting 
officer of all first-tier subcontracts. 

(2) Individual approval by the the con¬ 
tracting officer of all cost-reimbursement 
type, time-and -materials, and labor-hour 
subcontracts. 

(3) Approval of any fixed-price sub¬ 
contract in the amount of $25,000 or 5 
percent of the contract amount (which¬ 
ever is less). 

<4> Approval of any subcontract pro¬ 
viding for the fabrication, purchase, 
rental. Installation, or other Acquisition, 
of any item of industrial facilities, or of 
special tooling having a value in excess 
of $1,000. 

8 1054.207 Evaluation of prices of 
proposed subcontracts, (a) The basic 
responsibility for control of prices of 
subcontracts rests with the prime con¬ 
tractor making the subcontract. Where 
a prime contract require* the individual 
approval of purchases, the administra¬ 
tive contracting officer will require & 
showing by the prime contractor for the 
reasonableness of subcontract prices. 
It will include information for: 

(1) Degree of competition prevailing. 
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f2) Appropriate price analysis or 
price comparison. 

(3) Possibility of pyramiding of pro¬ 
fits tlirough interdivislonal, intercom¬ 
pany purchases or by other methods of 
purchasing which prevent the acquisi¬ 
tion at the best possible prices If 
substantial contingencies, lack of ex¬ 
perienced costs, lack of available or ef¬ 
fective competition, or other uncertain¬ 
ties of the price are present, in the 
showing for reasonableness of price, the 
administrative contracting officer will 
seriously consider requiring the inclusion 
of some type of price rede termination in 
the subcontract. 

• b) Where the administrative con¬ 
tracting officer believes that the pro¬ 
posed subcontractor may be furnishing a 
similar procurement to various cus¬ 
tomers. and in order to protect the Gov¬ 
ernment’s Interest, the prime contractor 
should be requested to require the sub¬ 
contractor to certify that the prices 
quoted on the Government proposed 
subcontract are no higher than those 
charged the other customers where 
quantities arc comparable. 

(C) When a price redetermination 
clause Is included in the subcontract, it 
should provide for redetermination of 
prices of the subcontract at fixed time 
periods or stated quantities or percent¬ 
ages of production, the time or comple¬ 
tion of which should occur before rede- 
termination of the prime contract. The 
prime contractor's organization will be 
used to the maximum extent in effecting 
administration of subcontract repricing 
provisions If the prime contractor’s pro¬ 
cedures and controls do not vary sub¬ 
stantially from those prescribed by the 
Air Force for the use and administration 
of price redetermination clauses in prime 
contracts. 

8 1054.206 Utilization of cost analyst 
personnel . AF cost analysts* responsi¬ 
bilities in connection with subcontract¬ 
ing arc also Important. Administrative 
contracting officers will make full use of 
cost analysts In reviewing subcontracts. 
Wherever necessary, cost analysts ex¬ 
perienced in production costs and in good 
purchasing practices will examine prime 
contractor's purchases to ascertain that 
prices paid are reasonable. Where the 
contractor’s purchasing system has 
been approved, detailed, selected investi¬ 
gation of Individual subcontracts should 
be made on the basis specified by the 
cohtractlng officer. This review should 
be continuous to assure that there are 
no current deviations from contractors' 
approved purchasing systems. Where 
subcontracts Involve considerable sums, 
or where the subcontracts are for items 
for which there is no previous cost ex¬ 
perience. they should normally be In¬ 
cluded In the review. 

I 1054.209 Utilization of audit person¬ 
nel. (a) In particular situations as 
exemplified In this section, it may be 
advantageous to request Government 
audit personnel to audit certain subcon¬ 
tracts: 

(1) Where a subcontractor objects to 
the audit of its cost records by a prime 
contractor for competitive reasons. 

(2) Where the Armed Services (Audi¬ 
tor General, Army Audit Agency, or Navy 


Cost Inspection Service) has an audit 
residency established at the subcontrac¬ 
tor's plant. 

<3 • Where the "subcontractor* holds 
both AF prime contracts and subcon¬ 
tracts from other AF prime contractors, 
or contractors of other military depart¬ 
ments. and one of the Armed 8ervices is 
currently auditing prime and or subcon¬ 
tracts at the same plant or location. 

(4» Where the subcontractor holds 
subcontracts from two or more Armed 
Services prime contractors and it would 
be more economical and in the interests 
of orderly audit administration for the 
Armed Services to assume the audit 
responsibility. 

(5> Where the prime contractor has a 
s -.bstantial or controlling financial in¬ 
terest in the subcontractor. 

<6 > Where the prime contractor has 
subcontracted a substantial portion of 
the prime contract to one subcontractor, 
or the major portion of the prime con¬ 
tract is subcontracted to a very limited 
number of subcontractors. 

I 1054.210 Maintenance of debarred, 
ineligible . and suspended contractor's list 
and supplemental lists. Commanders of 
each field administration activity will 
organize the administration procedures 
of the activity for giving approval “as to 
source" so the administrative contract¬ 
ing officer will be able to give prompt 
and accurate consideration of every re¬ 
quest of this nature by prime contractors 
or subcontractors at any level. The cur¬ 
rent “List of Debarred, Ineligible, and 
Suspended Contractors" and supple¬ 
mental lists and revisions thereto will be 
made readily available to all adminis¬ 
trative contracting officers who approve 
subcontracts as to source. Under no 
circumstances will bidders, contractors, 
or subcontractors be furnished with cop¬ 
ies or any portion of either of these lists. 
To expedite source approval, it is recom¬ 
mended that the names appearing on the 
list be incorporated in a card Index flic, 
maintained on a current basis and ac¬ 
cording to established security pioce- 
dures. 

5 1054.211 Cost-plus-a-perccntacr - 
of-c ost subcontracts . Administrative 
contracting officers will not approve sub¬ 
contracts based upon the cost-plus-a- 
percentage-of-cost system of contract¬ 
ing. 

8 1054.212 Employment agency or en¬ 
gineering service subcontracts . Certain 
so-called engineering service companies 
are in reality no more than employment 
agencies whose services may not be rea¬ 
sonable or necessary In the performance 
of AF contracts. Subcontracts of thu 
nature will be carefully reviewed prior 
to approval by administrative contract¬ 
ing officers. 

6 1054.213 Time-and-material and la- 

bor-h our orders. Time-and-material 

and labor-hour subcontracts should be 
used only where such procurements ar* 
an accepted trade practice and it is not 
possible at the time of placement to esti¬ 
mate accurately the amount or dura¬ 
tion of the work or anticipated cost* 
The placement of tlme-and-materia 1 &nfl 
labor-hour subcontracts will be discour- 
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used bv the administrative contracting 
oincer and restricted to situations where 
nn practical alternative exists. In any 
event, time-and-matcrial and labor-hour 
subcontracts will not be approved unless 
the prime contractor provides adequate 
controls to insure proper pricing and pre¬ 
vent wasteful operations. 

1 1054.214 Inclusion of approval 
clauses in cost-reimbursement type sub¬ 
contracts. Administrative contracting 
officers approving subcontracts of cost- 
reimbursement type prime contracts will 
require the inclusion in all cost-reim¬ 
bursement type subcontracts of clauses 
providing for prior approval of subcon¬ 
tracts thereunder, without a reservation 
as to lower tier cosl-relmburscment type 
subcontracts, 

f 1054.215 Excessive subcontracting 
under CPFF prime contracts. It is rec¬ 
ognized that the buyer has the responsi¬ 
bility for negotiating adjustments of fixed 
fee when required by excessive subcon¬ 
tracting. However, the administrative 
contracting officer will in many Instances 
be the only one to know when subcon¬ 
tracting exceeds the percentages estab¬ 
lished at the time of negotiation of the 
fee. Where excessive subcontracting is 
indicated, the matter will be reviewed 
with the auditor or cost analyst and then 
brought to the attention of the buyer. 


51054.216 Inclusion of statutory pro¬ 
visions. Subcontracts will contain all 
clauses required both by law and. ex¬ 
pressly or by implication, by the terms 
of the prime contract. In addition, the 
administrative contracting officer should 
require the inclusion in subcontracts of 
any and all provisions requiring that title 
to tools, dies. Jigs, etc., and capital items 
fully paid for under the subcontracts and 
remaining in the hands of subcontractors 
will pass to the Government when the 
prime contract contains a clause which 
provides for title of such items to vest in 
the Government, 


I 1054.221 Security requirements 
under classified subcontracts, (a) This 
section applies to the Directorate of Pro¬ 
curement and Production. Hq AMC. AMC 
field procurement activities. AMFPA. and 
AMFEA. 

<b) No classified subcontract will be 
approved under a classified prime con¬ 
tract or .subcontract, nor classified infor¬ 
mation be released In connection there¬ 
with. until the proposed subcontractor 
has been cleared to perform work or serv¬ 
ices on classified contracts. 

Jo Facility clearance will be required 
only when the proposed subcontract is for 
s cl a s sifi ed portion or portions of a clas¬ 
sified prime contract or when it is neccs- 
to furnish information of a classified 
fixture to the subcontractor. 

<d> Requests for facility security 
clearance of subcontractors arc initiated 
prime contractor and submitted to 
fie contracting officer administering the 
prime contract 


1 1054222 Affiliations between Air 
f ° cc ^tractors and their subcontract 
or owners—(a) General Con- 
deling officers engaged in the admin- 
wtrntion of cost-reimbursement, time- 
^-material, fixed-price-with-pricc-re- 


determination. or fixed-price-incentive 
prime contracts and cost-reimbursement 
subcontracts should recognize the im¬ 
portance of knowing, so far as possible, 
of any affiliations between such contrac¬ 
tors or subcontractors and their sup¬ 
pliers. Arm's-length bargaining between 
contractors or subcontractors and their 
suppliers provides, in itself, a measure 
of protection to Government interests. 
When the parties to the bargain are 
affiliated or have a common interest In 
the transaction, arm's-length bargaining 
is impossible and more than the usual 
precautions may be necessary to protect 
the Government's interest, even though 
there may be no impropriety in the par¬ 
ticular affiliation or community of inter¬ 
est involved. 

ib) Request for information of affilia¬ 
tion. It Is proper for contracting officers 
to request contractors and subcontrac¬ 
tors (who have contracts of the type 
mentioned in paragraph (a) of this sec¬ 
tion) to furnish information as to the 
existence of such relationship between 
them, their officers, and their executives 
having to do with purchasing, and their 
existing or proposed suppliers. 

<c) Duty of contracting officer when 
there is an affiliation. If the contracting 
officer learns of the existence of a rela¬ 
tionship with a supplier of the kind pre¬ 
cluding arm's-length bargaining, he will 
take special precautions to insure that 
the Government's interest is protected 
before approving a subcontract or pur¬ 
chase order with the supplier or an ad¬ 
justment in the price thereof. 

1 1054.223 Approval of intcrplant in¬ 
voices—(n) Definitions. (1) “Originat¬ 
ing plant:*' The plant or division of a 
contractor at which costa applicable to 
r cost-relnmbursement or time - and- 
material contract are incurred and billed 
to another plant of the contractor for 
ultimate submission for reimbursement. 

(2) "Receiving plant:** The plant or 
division of a contractor to which costs 
incurred at an originating plant of the 
contractor arc billed, and which submits 
such costs for reimbursement. 

(3) "Intermediate plant:*' A plant or 
division of the contractor to which costs 
Incurred at azr originating plant or other 
intermediate plant arc billed and which 
in turn bills such costs to another inter¬ 
mediate or receiving plant of the prime 
contractor. 

SUBPART C—CONTRACT CHANCE 
NOTIFICATIONS 

4 1054 302 Definitions . The follow*- 
ing definitions apply throughout this 
subpart: 

(a) "Master serial number:'* A num¬ 
ber assigned for keeping a record of 
CCN's in consecutive order as Issued. 

<b> “Master change record:" A sys¬ 
tem whereby the contractor assigns a 
number and a title for convenience In 
Identifying an engineering or design 
change in an aircraft or item of equip¬ 
ment. 

5 1054.303 Method of effecting con¬ 
tract changes . The method of effecting 
changes to contracts, except as provided 
in this subpart, will be by amending the 
contracts with appropriate supplemental 


agreements or change orders prior to the 
times any such changes become effective. 

5 1054 305 Use of COTs. (a) CCN's 
may be issued to effect changes to con¬ 
tracts only when the urgency of the sit¬ 
uation precludes negotiating and exe¬ 
cuting an appropriate change order or 
supplemental agreement, and then only 
in instances, authorized pursuant to the 
Changes clause of the contract or other 
contractual provision authorizing the 
use of the CCN, where the change: 

(1) Involves safety to life and/or 
property. 

<2) Has been directed by Hq USAF. 

(3) Is of an emergency nature, essen¬ 
tial to proper operation or maintenance, 
or necessary to further an experimental 
or developmental program. 

(4) Is to authorize acceptance of air¬ 
craft or equipment with shortages. 

<5> Involves no additional cast to the 
Government and does not affect per¬ 
formance guarantee, time of delivery, or 
time of performance. 

< b > In no event will CCN's be issued to 
effect changes in the following Instances: 

(1) Where the contract does not con¬ 
tain a Changes clause or other contrac¬ 
tual provision authorizing the use of 
the CCN. 

<2> To effect any partial or total ter¬ 
mination. 

(3) To add or delete items from spare 
parts lists. 

(4) To effect special price increases 
or reductions, either voluntary or result¬ 
ing from a price rcdctcrmlnation pro¬ 
vision of the contract. 

(5) To add or delete contract clauses. 

5 1054.306 Procedure for issuance of 
CCN . Before a CCN is issued as author¬ 
ized in $ 1054205 (a), a statement will 
be obtained from the contractor regard¬ 
ing estimated change in contract price 
or estimated cost and the effect such 
change will have on time of perform¬ 
ance or delivery schedule. If an esti¬ 
mate has not been obtained from the 
contractor, the buyer will make an esti¬ 
mate when the urgency of the situation 
requires such action. 

* 1054.310 Quotations. Within 60 
days after the issuance of a CCN, the 
contractor will be required to submit a 
quotation covering the work directed by 
the CCN. The quotation will be sub¬ 
mitted to the administrative contracting 
officer. Whenever a cost Is Involved in 
a CCN, negotiations must commence ns 
soon as possible after the issuance of the 
CCN to supersede the CCN by a definitive 
contractual instrument in the shortest 
possible time. 

<a) The administrative contracting 
officer Is responsible for follow-up with 
the contractor so that quotations are 
promptly submitted. He is authorized 
to approve extensions of time, but this 
authority will be exercised sparingly and 
only upon r strong showing by the con¬ 
tractor that prompt submission of the 
quotation is impossible or would have 
a demonstrable adverse effect on pro¬ 
duction. 

(b) Each quotation will incorporate 
substantiating cost data for each 
change for which an adjustment is Indi¬ 
cated. Upon demand of the administra- 
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live contracting offlocr, the contractor 
will submit substantiating cost data even 
though no adjustment is indicated. 

<c> The administrative contracting 
officer will analyze each quotation and, 
if any of the adjustments proposed by 
the contractor appear unsatisfactory, 
will attempt to secure a satisfactory 
proposal. 

5 1054.311 Supplemental agreements 
with respect to changes ordered by 
CCN's. (a) The buyer is responsible for 
negotiating an agreement regarding the 
changes covered by all CCN’s issued 
against any given contract. Any In¬ 
crease or decrease decided upon as a re¬ 
sult of such negotiation will be incor¬ 
porated into the contract by means of a 
supplemental agreement. If it is estab¬ 
lished, either as a result of negotiation 
or by reason of waiver thereof by con¬ 
tractor. that no change is required in 
contract price, or in the estimated cost 
and fixed fee. or in the delivery schedule, 
or time of performance, a supplemental 
agreement nevertheless will be Issued to 
show for record purposes that the 
changes specified by CCN’s listed in the 
supplemental agreement necessitate no 
change in contract price, or In estimated 
cost and fixed fee. or In delivery sched¬ 
ule. or time of performance. 

(b) Within 30 days after receipt of a 
satisfactory cost quotation or notifica¬ 
tion that no costs are involved, the buyer 
will definitive all CCN’s covered by the 
quotation in a contractual document. 
However, in cases of cost quotations re¬ 
ceived for CCN’s issued under contracts 
containing FPR C or D clauses prior to 
price redetermlnalton or under incentive 
type contracts prior to the establishment 
of a firm target price, the buyer may 
withhold these cost quotations but must 
definitizc them at the time of price re¬ 
determination or when a firm target 
price is established. Notwithstanding 
the foregoing, quotations should not be 
withheld if it Is apparent that the price 
of the end Items will be Increased or de¬ 
creased substantially. When CCN’s have 
been issued under a letter contract, the 
buyer, whenever possible, will formalize 
such CCN’s at the same time the letter 
contract is definitized. 

SUBPART 0—REIMBURSEMENT OF COSTS IN 

EXCESS OF ESTIMATED COSTS INCURRED 

UNDER COST-REIMBURSEMENT-TYPE PRIME 

CONTRACTS AND SUBCONTRACTS 

9 1054.402 General The contractor 
will not be reimbursed under a cost-re¬ 
imbursement-type contract tor expendi¬ 
tures incurred in excess of the estimated 
costs of the work set forth in the con¬ 
tract. until funds sufficient to cover such 
additional expenditures are allotted to 
the contract. When the administrative 
contracting officer Is notified or ascer¬ 
tains independently from contractor that 
the actual cost may exceed the estimated 
costs of performing the contract, he will 
Inform the contractor, in writing, of the 
necessity for requesting an additional al¬ 
lotment of funds for the performance of 
the contract. 

5 1054.403* Action by the administra¬ 
tive contracting officer on contractor's 
request . The contractor’s request for an 
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additional allotment will be made to the 
administrative contracting officer. The 
contractor s request will show what ad¬ 
ditional funds are required and what 
elements of costs. L e., labor, material 
overhead, etc., have Increased over the 
original estimate of performing the con¬ 
tract and will state the reasons why 
the estimated cost has been or will 
be exceeded. This informalion will be 
sufficiently detailed to permit the ap¬ 
propriate contracting officer at the pro¬ 
curement activity to determine what 
additional funds are required, the nature 
of the additional cost estimated to be 
incurred, and, in general, the factors 
contributing to the increase in costs, such 
as error in original estimate, changed 
conditions, inefficiency, or wasteful ex¬ 
penditures. The administrative con¬ 
tracting officer after examination of the 
contractor’s request will forward it, 
together with his recommendations, to 
the contracting officer at the appropriate 
procurement activity. 

9 1054.405 Effect of change order by 
which additional funds are allotted. A 
change order evidencing the allotment of 
additional funds to a cost-reimburse¬ 
ment-type contract does not necessarily 
increase the estimated cost of the con¬ 
tract or the fee specified therein. 
Changes in estimated costs and fee will 
only be made to reflect changes in the 
scope of work under the contract which 
would Justify an increase or decrease in 
the fixed fee specified In the contract. 

9 1054.406 Subcontracts. Cost-reim¬ 
bursement-type prime contractors nor¬ 
mally are entitled to reimbursement 
from the Government under the prime 
contract for any payments to subcon¬ 
tractors for allowable costs, regardless of 
whether such payments to subcontrac¬ 
tors exceed the estimated costs stated in 
the subcontract, but not in excess of the 
aggregate funds allotted to the prime 
contract. When it appears that the 
actual cost incurred by a cost-reimburse¬ 
ment-type subcontractor is going to ex¬ 
ceed the estimated cost stated in the 
subcontract, the administrative con¬ 
tracting officer will review the subcon¬ 
tract and consult with the prime 
contractor to arrive at an agreement 
which will adequately protect the inter¬ 
ests of the Government. In the event of 
a disagreement between the prime con¬ 
tractor and the administrative contract¬ 
ing officer, the matter should be referred 
to the chief of the contract division of 
the cognizant air procurement district or 
AP plant representative office. 

SUBPART E—DECISIONS AND APPEALS UNDER 
DISPUTES CLAUSE 

9 1054 502 Exception. When the Dis¬ 
putes clause in 9 1007.4205-S of this 
chapter is used, appeals are initially 
heard by an oversea command board of 
contract appeals. 

9 1054.503 Decisions. 

* 5 1054.503-1 Decisions in accordance 
with disputes clause . Whenever a dispute 
arises during the course of administra¬ 
tion or termination of a contract, the 
contracting officer will make every effort 
to dispose of the dispute by mutual agree¬ 


ment. Where settlement by mutual 
agreement proves impossible, and by 
reason of the Disputes clause of the sub¬ 
sisting contract the contracting officer is 
required to prepare written findings and 
decisions thereon, the findings and deci¬ 
sion so rendered, wherever possible, will 
be set forth In a single document as out¬ 
lined In 99 1054.505 or 1054.506. 

9 1054 503-2 Legal advice by Staff 
Judge Advocate , llq AMC. Whenever an 
appeal is likely, all written findings and 
decisions will, prior to transmittal to the 
contractor, be referred for comment to 
the Staff Judge Advocate. Hq AMC, to¬ 
gether with pertinent documents and 
summaries of all Government witnesses. 

5 1054.503-3 Transmittal to contrac¬ 
tor. After the referral described In 
9 1054.503-2 has been accomplished, the 
findings and decision will be reexamined 
by the contracting officer in the light of 
the advice and comments proffered by 
the Staff Judge Advocate, Hq AMC. If, 
in the Judgment of the contracting offi¬ 
cer. reexamination reveals the propriety 
of modifications or additions, he will 
make the appropriate changes. After 
such reexamination, and changes if ap¬ 
propriate. he will transmit the findings 
and decision to the contractor in person, 
obtaining a receipt therefor, or by regis¬ 
tered mail, return receipt requested. 

9 1054.503-4 Amendment after trans¬ 
mittal to contractor —fa> Prior to appeal. 
Prior to the taking of a timely appeal by 
the contractor, or the expiration of the 
time during which an appeal might be 
taken. the contracting officer who has 
rendered findings and a decision, or his 
successor, may for good cause correct or 
amend such findings and decision. Good 
cause for this action would be discovery 
of fraud, or the correction of omissions or 
errors in the original findings and deci¬ 
sion, or the addition of newly discovered 
evidence. Where correction or amend¬ 
ment of findings and decision Is desired, 
the contracting officer will prepare 
amended findings and decision and. prior 
to transmittal to the contractor, will re¬ 
fer such findings and decision to the 
StAff Judge Advocate. Hq AMC. as pro¬ 
vided in 9 1054.503-2. After review of 
the amended findings and decision by the 
Staff Judge Advocate, tire contraetinf 
officer will process the findings and deci¬ 
sion according to 9 1054.503-3. 

(b) After timely appeal. After a timely 
appeal has been taken to the Armed 
Services Board of Contract Appeal- the 
contracting officer who has rendered 
findings and a decision, or his successor, 
may for good cause recommend to the 
Board that the findings and decision be 
corrected or amended. 

9 1054 504 Appeals. 

9 1054.504-2 CoJitractor's compliance 
and withdrawal after appeal is 
Whenever the contractor, subsequent ^ 
filing an appeal with the Armed Services 
Board of Contract Appeals, elects never¬ 
theless to accept fully the findings ana 
decision from which appeal was taken 
and gives written notification of suen 
full acceptance to the contracting officer 
concerned, the contracting officer will w 
responsible for promptly sendini*' u* 
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contractor’s notice of acceptance to the 
Staff Judge Advocate, Hq AMC. Upon 
receipt of the notice the Staff Judge Ad¬ 
vocate In collaboration with the con¬ 
tractor will prepare and submit a Joint 
motion of withdrawal to the Board. 

§ 1054.505 Suggested format; decision 
in accordance with disputes clause. 

Data_—--.......... 

(Date of findings and decision) 
Subject: Decision Disallowing Request of 


< Name of Contractor) 

Under Contract No. ....... Dated .......... 

To: i Name and Address of Contractor) 

1. In accordance with the provisions of the 
•bove-numbered contract, the undersigned 
contracting cfflcer has duly considered your 
request for (insert factual description of the 
request to identify clearly lta nature and 
scope) 

a. The undersigned contracting officer has 
decided that your request, aa set forth above, 
ia disallowed I in whole or In part, according 
to the fact) for the following reasons: (Insert 
the findings of fact upon which the disavow - 
ar.ee Is based) 

3. The * Disputes’* clause of the contract 
provides that within 30 days from the date 
of receipt hereof the contractor may appeal 
from this decision by mailing or otherwise 
furnishing to the contracting officer a written 
appeal addressed to the Secretary of tho Air 
Force. Two copies should accompany tho 
original notice of appeal. The notice of ap¬ 
peal should Identify the contract (by num¬ 
ber!, the decision from which the appeal is 
taken and be signed by appellant or an 
ofQcer of appellant organization or by a duly 
authorized representative or attorney. 
Within thirty days after receipt of notice of 
docketing of the appeal by the Board, the 
appellant shall Ale with the Board a com¬ 
plaint setting forth simple, concise and direct 
statements of each claim showing entitle¬ 
ment to relief. 


? 1054 506 Alternative suggested for¬ 
mat: to be used when a termination dis¬ 
pute is involved. 


Subject: Findings Pertaining to Termination 
Claim of_____........ 

(Name of Contractor) 

Under Contract No. ..Dated.. 

To: (Name and Address of Contractor) 

I- Your claim for (Insert factual descrip¬ 
tion of the claim to Identify clearly Its nature 
and scope) In connection with the above- 
cited contract has been duly considered by 
the undersigned contracting officer. 

2 In accordance with the provisions of 
Clause-(insert the title of the perti¬ 

nent termination clause) of the contract, the 
undersigned contracting officer finds as fol¬ 
lows: (Insert all pertinent factual data, such 
as. date of termination of contract, date of 
submission of settlement proposal, turns and 
Amounts allowed and disallowed, together 
with reasons therefor.) 

3. Tlie "Disputes" clause of the contract 
provides that within 30 days from the date of 
receipt hereof the contractor may appeal 
H? 1 * d< *h*lon by mailing or otherwise 
*urntshlng to the eon tree ting officer a written 
JPpeol addressed to the Secretary of the Air 
™ , . Tvro coplea should accompany the 

n ,°. tloc of »ppcal. The notice of ap- 
should Identify the contract (by num- 
SJIIl decision from which the appeal Is 
** »*Rned by appellant or an officer 
or «*nl*Atton or by a duly au- 
repr f e * nUUv ® or attorney. Within 
XJrJi ftft * r receipt of notice of docket- 
by the Board, the appellant 
forth the Board a complaint setting 
«‘sSs«* concise and direct statement* 
ach claim allowing enUtlcment to relief, 


SUMA1T F—AUTHORIZATION AND ADMINIS¬ 
TRATION OF PROGRFSS PAYMENTS UNDER 

FIXED-PRICE CONTRACTS 

§ 1054.602 Definition. Progress pay¬ 
ments are defined as payments prior to 
acceptance on work In progress for the 
Government or as otherwise defined in 
the contract. Progress payments do not 
Include payments for partial deliveries 
accepted by the Government under a 
contract, partial payments on contract 
termination claims, or payments made to 
reimburse prime contractors for deposits 
or advances made to their subcontractors 
prior to performance. Such deposits or 
advances can only be recognised as ad¬ 
vance payments and must be expressly 
provided for as such In the prime 
contract. 

3 1054.603 Application. This subpart 
has equal application to production con¬ 
tracts and to contracts for research and 
development. It applies to new con¬ 
tracts involving progress payments 
based on costs, to new supplements or 
amendments increasing quantities under 
existing contracts, and to any amend¬ 
ments or supplements providing for 
progress payments based on costs under 
any contracts not presently providing for 
progress payments. Section 1054.607 
also applies to existing contracts when¬ 
ever consistent therewith. 

$ 1054.604 Policy relating to authori¬ 
zation of contract provisions for progress 
payments. Policy set forth by the De¬ 
partment of Defense Directive No. 7840.1, 
April 22. 1954. provides in part: 

(a) It la not and haa not been the policy 
of the Department of Defense that the proper 
use of progress payments should be stopped 
or unreasonably curtailed. Progress poy- 
menu are sometimes necessary and useful 
to supplement the working funds available to 
defense contractors of all sizes. It should 
seldom be necessary for progress payments 
based on costs to exceed 90 percent of direct 
labor and material costs, or 75 percent of 
total costa, of the work done under the un¬ 
delivered portion of the contract. 

(b) Certain types of production contracts 
involve a king "lead time" or preparatory 
period, normally approximating 6 months or 
more between the beginning of work and the 
first delivery, and may require contractor’s 
predelivery expenditures that will have a ma¬ 
terial Impact on the contractor's working 
funds. Familiar examples Include, among 
others, contracts for aircraft, engines, com¬ 
plex Items of electrical or electronics equip¬ 
ment. heavy handling equipment, production 
machines and equipment. 

(c) Progress payments have been tradi¬ 
tional and customary on this class of con¬ 
tracts. on the basis of not more than 75 per¬ 
cent of total costa or 90 percent of direct labor 
and material costs, of the work done under 
the undelivered portion of the contract. 
Higher percentages have been provided in 
recent years, 8uch higher percentages, for 
future procurement, will be regarded as un¬ 
usual. and not within the category of cus¬ 
tomary progress payments. 

(d) When requested by contractors who 
are known (from experience or adequate 
preaward Investigation) to be reliable, com¬ 
petent, and capable of satisfactory perform¬ 
ance. to have an adequate accounting system 
and controls and to be In satisfactory finan¬ 
cial condition, provision for such customary 
progress payments up to but not exceeding 
the percentages and bases specified above, in 
the class of contracts described above. If 


regarded as reasonably necessary within the 
meaning of DODD 7800 1. dated October 30. 
1953. In such cases it is not necessary to 
require projections of cash receipts and ex¬ 
penditures or other demonstration of actual 
reasonable need for progress pay menu. To 
this extent, for this class of contracts, the 
general preference for private financing, in¬ 
cluding guaranteed loans does not apply. 

(e) This directive U applicable to all con- 
tracU of the class described above, w-hether 
such contracu are large or small, and to all 
contractors regardless of the size of the con¬ 
tractor. However? In order to minimize ad¬ 
ministrative eflort and expense, progress pay- 
menu will be discouraged on relatively small 
contracu of the stronger and larger con¬ 
tractors. e. g., contracu for leu than 
•1.000.000 unless the circumstances of a 
group of such contracu. for contemporaneous 
performance, make such contracu the ap¬ 
proximate equivalent of a larger contract that 
would have a material impact on the con¬ 
tractor's working funds. 

(f) Progress payments based on costs, other 
than progress payments of the class and 
within the llmiu sot forth In paragraphs (a) 
and (b) of this section, will be regarded as 
unusual, and will require specUl approval. 
This is deemed necessary for the purpose of 
minimizing risks, and in order to establish 
and maintain the greatest practicable uni¬ 
formity with regard to such progress pay- 
men U within and among the military de¬ 
partments. Any contractor seeking provision 
for progress payments that is "unusual,** 
within Hie meaning of this directive, will be 
required to demonstrate fully his actual need 
theretor. with due regard to the preference 
for private financing, including guaranteed 
loans. Requests for "unusual” progress pay- 
menu shall be approved only under excep¬ 
tional circumstances and must have the spe¬ 
cific approval of the head of a procuring 
activity or of a general or flag officer desig¬ 
nated for that purpose. 

(g) Such caaea must involve a preparatory 
period requiring contractor's predellvcry ex¬ 
penditures that are large in relation to the 
contract price and In reUtlon to the con¬ 
tractor's working capiul and credit. Con¬ 
tract provisions for progress payments in this 
category will be only supplementary to pri¬ 
vate financing. Including guaranteed loans. In 
amounu necessary for coutract performance. 
Tho percentage rates and oost bases for prog¬ 
ress payments on new procurement In this 
category will be determined on a minimum 
basis commensurate with the contractor’s 
production schedule requirements and min¬ 
imum Inventory lead time, with due regard 
to the contractor Is projected cash needs, cash 
resources and their planned application. 

th) For the time being, all requests In¬ 
volving progress psymenU at rates exceeding 
90 percent of direct labor and material costa 
or exceeding 75 percent of total, costs, if 
regarded favorably by the head of a pro¬ 
curing activity or by a specially designated 
general or flag officer si thin a procuring 
activity, will be forwarded, with supporting 
Information, for approval of a designated 
office or person at departmental headquarters 
of the military department directly con¬ 
cerned. Such office or person may be the 
contract financing -office at departments! 
headquarters or such person or persons, lo¬ 
cated at departmental headquarters and re¬ 
sponsible to the Under or Assistant Secretary 
responsible for the comptroller function, ns 
may be designated for this purpose by such 
Under or Assistant Secretary. 8uch requests, 
before approval, will be coordinated speedily 
with representatives of the other military 
departments and of the Assistant Secretary of 
Defense (Comptroller). When approval is 
given by the contract financing office, or 
other designated representative of the Un¬ 
der or Assistant Secretary above mentioned, 
such approval will ordinarily extend to Xu- 
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ture contracts with the same contractor, so 
that resubmlasion of future similar request* 
for unusual progress payment* to that con* 
tractor need not be required unless so Indi¬ 
cated on the Initial approval or thereafter 
required by the approving authority afer 
review of the contractor's current condition* 
and circumstances. 

<1) The standard* set forth and referred 
to In this directive are equally applicable to 
situations where It 1* contemplated that con¬ 
tract* will provide for progress payments 
baaed on progress payments made by a prime 
contractor to a subcontractor. However, 
when progress payments have been made by 
a prime contractor to a subcontractor pur¬ 
suant to the provision* of the applicable 
prime contract and subcontract, the progress 
payment to the prime contractor to reim¬ 
burse him for such progress payment to the 
subcontractor may include the full amount 
of hi* progress payment made to the sub¬ 
contractor when so provided by the' prims 
contract. 

< j) Cost reimbursement contract* will not 
be used as a mean* or for the purpose of 
avoiding the standard* applicable to progress 
payments. 

i <k) Progress payments measured by a per¬ 
centage of physical completion will not be 
used as a substitute for progress payments 
based on costa. In situations where progress 
payments are ordinarily based on costs. 

g 1054.606 Contract provisions for 
progress payments, (a) Any fixed-price 
supply or service contract, under which 
It is desired to make progress payments 
In an amount not to exceed 75 percent 
of the cost of the property, may include 
the following clause: 

_ Paocac&s Patmxnts 

(a) Progress payments, which are hereby 
defined as payments prior to acceptance, 
on work In progress for tho Government 
under this contract, may be made upon tho 
following terms and conditions. 

(b) Tho Contracting Officer may, from 
time to time, authorise progress payments 
to the Contractor upon property acquired or 
produced and service performed by it for the 
performance of this contract: Provided, That 
such progress payment* shall not exceed 75 
percent of the cost to the Contractor of the 
property and service* upon which payment 
1 b made, which coat* shall be determined 
from evidence submitted by the Contractor 
and which must be such a* U satisfactory 
to the Contracting Officer as being repre¬ 
sentative of the value of the work already 
performed: Provided further. That In no 
event shall the total of unliquidated progress 
payments (see (e) below) and of unliqui¬ 
dated advance payments. If any. made under 
this contract, exceed 00 percent of the total 
contract price of supplies or services slid 
to be delivered. 

(c) Upon the making of any progress pay¬ 
ments under this contract, title to all parts, 
materials. Inventories, work In process, and 
nondurable tools theretofore acquired or 
produced by the Contractor for the perform¬ 
ance of thl* contract, and properly charge¬ 
able thereto under sound accounting prac¬ 
tice. shall forthwith vest in the Government; 
and title to all like property thereafter ac¬ 
quired or produced by the Contractor for the 
performance of this contract and properly 
chargeable thereto a* aforesaid shall vest In 
the Government forthwith upon said acquisi¬ 
tion or production: Provided. That noth¬ 
ing herein shall deprive the Contractor cf 
any further progress or final payments due 
or to become due hereunder, or relieve the 
Contractor or the Government of any of 
their respective right* or obligations under 
this contract. 

(d) The Contractor represent* and war¬ 
rant* that the property, upon which any 
progress payment l* made hereunder, shall 
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be cleared of all Uen* and encumbrances of 
any kind whatsoever upon receipt of any 
progress payment. 

(e) In making payment for the supplies 
furnished hereunder, there shall be deducted 
from the contract price therefor a propor¬ 
tionate amount of the progress payment* 
theretofore made to the Contractor, under 
the authority herein contained. 

(f) It I* recognized that property (Includ¬ 
ing. without limitation, completed supplies, 
spare parts, drawings, information, partially 
completed supplies, work In process, mate¬ 
rial*. fabricated parts and other things called 
for herein) title to which l* or may here¬ 
after become vetted In the Government pur¬ 
suant to this clause will from tim® to time 
be used by or put In the care, custody or 
possession of the Contractor in connection 
with the performance of this contract. The 
Contractor, cither before or oTter receipt of 
Notice of Termination at the option of the 
Government, may acquire or dispose of prop¬ 
erty to which title is vested In the Govern¬ 
ment under this clause, upon terms ap¬ 
proved by the Contracting Officer; Provided, 
That after receipt of Notice of Termination, 
any such property that l* a part of termi¬ 
nation inventory may be acquired or dis¬ 
posed of only In accordance with the pro¬ 
visions of the termination clause of this 
contract and applicable law* and regula¬ 
tions. The agreed price (In case of acquisi¬ 
tion by the Contractor) or the proceeds 
received by the Contractor (In case of any 
other disposition). shall, to the extent that 
such price and proceed* do not exceed the 
unliquidated balance of progress payments 
hereunder, be paid or credited to the Gov¬ 
ernment as the Contracting Officer shall 
direct: and such unliquidated balance shall 
be reduced accordingly. Current produc¬ 
tion scrap may be sold by the Contractor 
without approvsl of the Contracting Officer 
but the proceeds will be applied a* pro¬ 
vided in this paragraph (f). provided that 
any such scrap which la a part of termina¬ 
tion Inventory may be sold only In accord¬ 
ance with the provisions of the termination 
clause of this contract and applicable law* 
and regulation*. Upon liquidation of all 
progress payments hereunder or upon com¬ 
pletion of deliveries called for by this con¬ 
tract, title to all property (or the proceed* 
thereof) which had not been delivered to 
and accepted by the Government under this 
contract or which has not been Incorporated 
in supplies delivered to and accepted by the 
Government under thl* contract and to 
which title ha* vested In the Government 
under this clause shall vest In the Con¬ 
tractor, 

(g) The provisions of this contract refer¬ 
ring to "Liability for Oovemment-Furnlshcd 
Property" and any other provision of thl* 
contract defining liability for Government- 
furnished property shall be inapplicable to 
property to which the Government shall 
have acquired title solely by virtue of the 
provision* of this clause. The provision* of 
this clause shall not relieve the Contractor 
from risk of loss or destruction of or damage 
to property to which title vest* In the Gov¬ 
ernment under the provision* hereof. 

(h) If thl* contract (a* heretofore or here¬ 
after supplemented or amended) contains 
provisions for advance payments, and In 
addition If at the time any progress payment 
Is to be made to the Contractor under the 
provisions of this progress payment* clause 
any unliquidated balance of advance pay- 
menu la outstanding, then notwithstanding 
any other provision of the Advance Pay¬ 
ments clause of this contract the net 
amount, after appropriate deduction for 
liquidation of the advance payment, of such 
progress payment shall be deposited In the 
special bank account or accounts maintained 
ns required by tbe provisions of the Advance 
Pnymcnta clause, and shall thereafter be 
withdrawn only pursuant to such provisions. 


Cb) Any fixed-price supply or service 
contract, under which it is desired to 
make progress payments in an amount 
not to exceed 90 percent of direct labor 
and material costs to the Contractor of 
the property, may include the clause set 
forth in paragraph (a) of this section, 
except that In this paragraph the words 
,4 75 percent of the cost** shall be replaced 
by the words "90 percent of the direct 
labor and direct material costs." 

§ 1054.607 Policy for administration 
of progress payments under AF con¬ 
tract* by administrative contractinn 
officers. Policy set forth by the Depart¬ 
ment of Defense Directive 7840.1. dated 
April 22. 1954, is os follows: 

(a) Progress payment* require careful ad¬ 
ministration to Insure against overpayment* 
and losses. In all cases the physical progress 
of the work should be evaluated periodically 
to assure that the progress poymenU are 
fairly supported by the value of the work 
actually accomplished on the undelivered 
portion of the contract In conformity with 
the contract requirement*. Also, the un¬ 
liquidated progress payment* should not be 
permitted to exceed the percentage specified 
in the contract, of the cost* forming the twue 
for progress payments, applicable only to the 
partially finished undelivered portion of ths. 
contract. 

<b) The extent of supervision required, 
whether for toss prevention or for avoidance 
of overpayments, should vary inversely with 
the experience, performance record, reliabil¬ 
ity, quality of management, and financial 
strength of contractors, and with the ade¬ 
quacy of their accounting system and con¬ 
trols. Review should be of a kind and de¬ 
gree that will be diffident, consistent with 
the circumstances of individual case*, to 
provide timely knowledge of circumstance* 
that would adversely affect contract per¬ 
formance and the liquidation of progress 
payment*, and timely opportunity for any 
Action that may be appropriate for the pro¬ 
tection of the Government. Particular care 
must be taken to assure that the unpaid 
bounce of the contract price will be adequate 
to cover the anticipated cost of completion, 
or that tbs contractor ha* adequate resources 
to complete the contract If the unpaid bal¬ 
ance of the contract price la Inadequate to 
cover costa of completion. 

(c) In the process of reviewing Individual 
progress payments already existing cr here¬ 
after established, action to reduce or slo* 
down progress payment* or to Increase liqui¬ 
dation rates (unloss Justified on other 
grounds, such a* overpayments or unsatis¬ 
factory performance) should be consistent 
with contract provision*, and never taken 
precipitately or arbitrarily. Any such reduc¬ 
tion of progress payment* on activo contracts 
(other than normal liquidation pursuant to 
. the contract) should he effected only aft« 
notice to and discussion with the contractor, 
and after full exploration of the contractor * 
financial condition, existing or avail** f 
credit arrangement*, projected cash require¬ 
ment*. effect of progress payment reduction 
on the contractor's operations, and generally 
on the equities of the particular situation. 
Where contract performance is satisfactory, 
and there Is neither overpayment nor antici¬ 
pated loss, proper progress payments, ade¬ 
quately verified, will be paid promptly vtlf 
earned and billed In accordance with co • 
tract provisions, even though the term* o 
tho particular contract may make the P*T* 
ment discretionary rather than mondAU«7' 
and such proper payment* will not be * e 
up or denied because of the contractor s J* 
of need for the payment. 

{ 1054.609 Method of recoupment /<* 

liquidation. Department of Defense v-' 
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rectlvc 7840.1, April 22, 1954, provides in 

part: 

(a) When costa other than for direct labor 
and material are in the base for progress 
payments, the percentage of the contract 
price of delivered Items to be applied for 
liquidation of progress payments will be not 
leas than the percentage of costa upon which 
progress payments are based, e. g.. when 
progress payments are baaed on 75 percent 
uf ah costs, liquidation will be at a rate not 
less than 76 percent of the contract price of 
separate Items as they are delivered and in¬ 
voiced. When progress payments are based 
on 00 percent (or specified lesser percentage) 
of the costs of dtrect labor and material, the 
rate of liquidation of progress payments will 
be not less than 00 percent (or the specified 
lesser percentage) of the percentage of esti¬ 
mated total costs represented by the esti¬ 
mated costs of direct labor and material. 
Thus, for example, If the base for progress 
payments Is 00 percent of the costs of direct 
labor arc! material, and if estimated costa of 
direct labor and material are 70 percent of 
total estimated costa, liquidation will be at 
a rate not leas than 63 percent (00 x 70) of 
the contract price of separate Items as they 
are delivered and invoiced. 


i 1054.610 Statements of costs in sup¬ 
port of progress payment invoices sub¬ 
mitted by the contractor . (a) As part of 

the contractor s progress payment in¬ 
voice, the contractor will be required to 
include, as evidence, a statement of cu¬ 
mulative costs incurred from the incep¬ 
tion of the contract, up to and including 
the period (usually 1 month) covered by 
the invoice. 

(b> A statement of costs incurred will 
be secured from the contractor to sup¬ 
port progress payment requests not in 
excess of 75 percent or of any other per¬ 
centage indicated in the contract on the 
basis of the cost of the property acquired. 
The data will be substantially in the form 
shown in 5 1054.612 and will be submitted 
In triplicate, or in such number of copies 
as may be required. The contractor will 
make the certification on all the required 
copies. The data will include the name 
of the contractor, his address, contract 
number, dollar amount of the contract, 
date, progress payment request number, 
and the period of cumulative costs of 
the work under the contract. Sample 
Form 19 1054.612 is explained as follows, 
the numbered items below correspond¬ 
ing to those used on the sample: 

(1) Direct material. The cost of di¬ 
rect material should include the costs of 
all items purchased or supplied which 
enter directly into the end product and 
which are used or consumed directly in 
connection with the fabrication of the 
articles called for under the contract (ex- 
c.usive of progress payments to subcon¬ 
tractors). 


<2) Progress payments to subcon trai 
tori. Th c total amount of progress pa> 
ments to subcontractors should be show 
n line 2 of those cases w here the contrai 
Provides for reimbursement of prog re. 

, made subcontractors t 

prime contractors. 

fJ.V.u Dir ^ 1 tabor ■ Thc direct l»b< 

consist of salaries and wag. 
. rn ^ r ”* by the prime contractor an 
Sn^ r /.u harBeable dlr *ctly to perform 
Jr? 8 contract (exclusive of pros 

res* payments to subcontractors). 

dti/iLl™ 1 *** 1 manu f*cturing and pr< 
auction expenses. The allocable amoui 


of the allowable indirect costs Incurred 
in the operation of the production de¬ 
partments of the prime contractors 
should be showrn in line 4. 

<5> and (6) Other direct costs. There 
are numerous items of cost which are 
generally classified as indirect costs, but 
which may. in particular cases, properly 
be chargeable directly to the contract, 
where the contractor demonstrates that 
such costs are specifically related to the 
contract. 

(7) (Self-explanatory ) 

(8) General and administrative ex¬ 
penses. These are costs incurred in the 
general management, supervision, and 
conduct of the prime contractor’s busi¬ 
ness as a whole. Show rate used in com¬ 
puting this amount and period used in 
determining this rate. 

(9) Total costs . If the total accumu¬ 
lated costs (sum of amounts in lines 1 
through 8) exceed the contract price, 
indicating a loss contract, the amount 
shown in line 9 should be reduced to 
the contract price or contract target 
price, as applicable. 

(10) Cost, or negotiated cost or con¬ 
tract price of items delivered and in¬ 
voiced. The amount entered on line 10 
should be one of the following alterna¬ 
tives stated in order of preference: (l) 
The actual cost or the average or stand¬ 
ard cost with appropriate adjustment for 
variances of items delivered and in¬ 
voiced. giving proper consideration to 
the deferment of the starting load costs: 
<ii> in those cases w'here the contractor 
maintains cost data which will clearly 
establish reliability of his estimates, the 
cost of the items delivered and Invoiced 
may be based on the average unit costs 
determined by adding total experience 
costs to date to total estimated costs to 
complete the contract, and dividing the 
total cost for the contract so computed 
by the total number of units to be sup¬ 
plied; (iii> thc aggregate of the nego¬ 
tiated unit cost of Herns delivered and 
invoiced representing contract price less 
negotiated profit allowances: (iv) if the 
contractor is unable to establish thc cost 
of the items delivered and invoiced by 
one of the above methods, the aggregate 
of the contract unit price of the articles 
delivered and invoiced to the Govern¬ 
ment under the contract may be substi¬ 
tuted for the cost of the items delivered 
and invoiced. However, if it has been 
established that the contractor is oper¬ 
ating at a loss under thc contract, thc 
negotiated cost used under alternative 
<iii> of this subparagraph, or the con¬ 
tract price used under alternative <iv> 
of this subparagraph, will be appropri¬ 
ately adjusted upward by a percentage 
equivalent to the indicated loss. 

(11) (Self-explanatory.) 

(12) Progress payments to subcon¬ 
tractor <s). Line 12 should be used only 
w hen the prime contract provides for 100 
percent reimbursement of progress pay¬ 
ments to subcontractors, and the pay¬ 
ments under line 12 meet the require¬ 
ments of the progress payment clause. 
It should be understood that line 12 will 
be used only in those cases where 
progress payments made by the prime 
contractor to subcontractors are in¬ 
cluded in the total shown in line 7. 


(13) (Self-explanatory.) 

(14> Complement of percentage figure 
provided by the progress payment clause . 
Insert complement of whatever percent¬ 
age figure is provided by the progress 
payment provision of the contract; i. c.. 
if contract reads 75 percent, use 25 per¬ 
cent: if contract reads 90 percent, use 
10 percent, etc. 

(15) through (17) (Self-explanatory.) 

(18) Recoupments to date. This in¬ 
formation may be obtained from an ex¬ 
amination of thc contractor’s invoices 
on items delivered and paid by thc 
finance officer. These invoices should 
indicate thc amount of the recoupment 
as applied against previous progress pay¬ 
ments. 

(19) through (27) (Self-explanatory.) 

(c) A statement of cumulative costs 

incurred will be secured from the con¬ 
tractor to support progress payment re¬ 
quest not in excess of 90 percent or of 
any other percentage indicated in the 
contract on the basis of the costs of the 
direct labor and direct material costs to 
the contractor. The data will be sub¬ 
stantially in the form shown as Sample 
Form n 9 1054.613 and will be submitted 
in triplicate, or in such number of copies 
as may be required. The contractor will 
make the certification on all the required 
copies. The data will include the name 
of the contractor, his address, contract 
number, dollar amount of the contract, 
date, progress payment request number, 
and the period of cumulative costs of the 
work under the contract. Sample Form 
n is explained as follows, the'numbered 
items corresponding to those used on the 
sample: 

(1) Direct material. See subpara¬ 
graph (1) of this paragraph. 

(2) Progress payments to subcontrac¬ 
tors. See paragraph (b) (2). 

(3) Direct labor . See paragraph (b) 
(3). 

(4> Total costs. If the total accumu¬ 
lated costs (sum of amount shown in 
lines 1 through 3) exceed the contract 
price, indicating a loss contract, the 
amount showrn in line 4 should be re¬ 
duced to the contract price or contract 
target price, as applicable. 

(5> Direct material and direct labor 
costs of items delivered and invoiced . 
The costs applicable are the alternatives 
listed in paragraph <b> (10) except that 
the data should be limited to the cost 
of labor and material. The negotiated 
cost or the contract price of labor and 
material, if used, should be readily de¬ 
terminable from the accepted bid data. 

(6) «Self-explanatory.) 

(7) Progress paymcnt(s) to subcon- 
tractor(s). Line 7 should be used only 
when the prime contract provides for 
100 percent reimbursement of progress 
payments to subcontractors, and the 
payments under line 7 meet the require¬ 
ments of the progress payment clause. 
It should be understood that Une 7 will 
be used in those cases where progress 
payments made by the contractor to sub¬ 
contractors p.re included in the total 
shown in line 4. 

(8) (Self-explanatory.) 

(9) Complement of percentage figure 
provided by the progress payment clause. 
Insert complement of whatever percent- 
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Co.nteociub* CamrtCATiojf When Request fob Fibst Peocbses Patmbnt on Cojrnucr Is 

Made 

I certtfy that the abcrve statement of cost Is just and correct to the best or my knowledge 
and belief, that payment therefor has not been received, that it has been prepared from 

the books of account and records of —.—-- — (Insert the name of Contractor) and 

further that unencumbered title to the material and work in process represented herein 
rests in the invoicing agency at the time of billing. Upon payment of this invoice, title to 
this property will be vested In the Government in accordance with progress payment provi¬ 
sions of the contract. 

Signature__—...—. 

Title _ 

CoNTEAcroa** Cxamn cate on Am. Requests foe Pboceess Payments on Conteact Subsequent 

TO THE FXBJ5T 

I certify that the above statement or coats is Just and correct to the best of my knowledge 
•nd belief, that payment therefor has not been received, that it has been prepared from 

the books of account and records of_ __ (Insert the name of Contractor) and 

that unencumbered title to the material and work In process represented herein rests in the 
Ouveminent pursuant to the progress payment provisions of the contract. 

Signature __ .............. 

Title_ 


SUGPAtT G—CONTKACT CHANGE RELEASES ^ 

5 1054.702 Definitions —(a) Change 
release (CCRK AFPI Form 47 (formerly 
AMC Form 207). a document Issued to 
correct inaccuracies and omissions of 
stock or part numbers and item descrip¬ 
tions In active production contracts. 

(b) End article prime depot <EAPD ). 
As used in this subpart, the depot or 
AMA having prime property class, re¬ 
sponsibility for the end article under 
procurement. In the case of complete 
aircraft or engines, this will be the depot 
or AMA having prime responsibility for 
the applicable 01 or 02 property class. 


1 1054.703 Use of change releases . 
(a) Types of inaccuracies that may be 
corrected by CCR*s are: 

(1) Incorrect or missing part or stock 
number on a complete article or a spare 
part item. 

<2) Error in transcribing a stock or 
part number on an item; that is, trans¬ 
position of digits, omission of digits, im¬ 
proper decimals or prefixes. 

<3) Improper nomenclature of an 
Item. 

<b> CCR *3 will not be issued to au¬ 
thorize: 

<1> Changes in design or fabrication 

methods. 

<2) Contract corrections, the execu¬ 
tion of which would result in price 
changes or changes in delivery sched¬ 
ules or time of performance In the con¬ 
tract involved. 

<3> Shifting of articles from one con¬ 
tract item number to another. 

<4 > Assignment of a new contract item 
number or subdivision of an existing item 

number. 

<5) Increases or decreases in quanti¬ 
ties. 


( 6> Correction of inaccuracies ii 

Quantities. 

«.i!L Chanw *° approved spare part 
exhibits which have not been fortnall; 
executed by supplemental agreements. 

SUM AIT I—WAGE AND SALARY ACCEPT ANC 

U054.900 Scope of subpart. Thi 
prescribes the procedure for th 
r^*^!? ncc by administrative contract 
of cost * faulting from wage 
nd salaries paid by AP contractors t 
neir employees and allocable to appli 

iinrt c . ontracta * Any acceptance of wag 
ana salary schedules made by the admin 
, v Ko. 43—58-34 


istrativc contracting officer should not 
be considered as approving wages and 
salaries as such, but should be consid¬ 
ered as a determination of acceptance 
of costs resulting from such schedules 
for allocation to Air Force contracts. 

§ 1054.901 Application. This subpart 
applies to cost-reimburscment-type 
prime contracts, and cost-reimburse¬ 
ment-type subcontracts which are ap¬ 
proved by the administrative contracting 
officer <ACO). To the extent that the 
costs of wages and salaries which have 
been accepted by the ACO arc involved 
in cost analysis for redetermlnable or 
incentive type contracts, the amounts 
used in such analysis will not exceed 
those accepted by the ACO. 

1 1054.902 Definition. "Wages and 
salaries" as used in this subpart includes 
ail amounts paid or set aside, such as 
pension or retirement benefits, salaries, 
royalties, license fees, bonuses, and de¬ 
ferred compensation benefits. 

5 1054.903 Accepting authority. On 
contracts to which this part applies, the 
administrative contracting officer is de¬ 
signed as the authority for accepting 
costs resulting from wages and salaries 
initially established and from Increases 
thereto. His acceptance will be based on: 
ta) his Judgment that costs resulting 
from wage and salaries are fair and 
reasonable after first obtaining adequate 
justification when deemed necessary. (b> 
review of the contractor’s rate system, 
and <c> review of the contractor's policy 
for wage and salary Increases, in relation 
to that of the industry and area con¬ 
cerned. Costs resulting from salaries of 
$25,000 and over, and any increases 
thereto, will be acted on by the adminis¬ 
trative contracting officer according to 
the procedure in 3 1054.905 (b). 

I 1054.904 Wage and salary rates re¬ 
quiring special consideration, (a) Ex¬ 
cept as otherwise provided below, costs 
of wages and salaries Included in a final 
negotiated overhead rate, set forth In the 
contract according to an approved nego¬ 
tiated overhead rates clause, will be sub¬ 
ject to the review and acceptance proce¬ 
dures specified in 5 1054.903. 

(b) Where the total cost reimburse¬ 
ment and price redetermlnable Govern¬ 
ment business amounts to only a small 


proportion of the contractor’s over-all 
business, the ACO should, generally, ac¬ 
cept the contractor’s pay plan. In deter¬ 
mining Use applicability of this section, 
each division of a corporation will be con¬ 
sidered individually. 

(c) Where the total cost reimburse¬ 
ment and price redeterminable Govern¬ 
ment business of a corporation, including 
all of its divisions, amounts to a small 
proportion of its over-all business, wages 
and salaries of members of the corporate 
home office included in the overhead 
chargeable to AF contracts will not ordi¬ 
narily be subject to the acUon required 
in i 1054.905 (a) and <b) as applicable. 
<But sec paragraph <d> of this section.) 

(d) Where the total AF business repre¬ 
sents a small proporUon of applicable 
Government business with any specific 
contractor either at division or corporate 
level, the ACO should ordinarily accept 
the position taken by the service that has 
the largest amount of business with the 
contractor and compliance with 3 1054- 
905 (a) and (b) will ordinarily not be 
necessary. 

<e> Where a contractor submits a 
salary schedule containing ranges for 
specific positions, and a plan for changes 
within the range, the administrative con¬ 
tracting officer may accept such schedule 
and plan. Once the range and plan are 
accepted by the ACO. any changes in 
salaries which are within the flexibility of 
the accepted plan and range (s) for the 
position's) under consideration would 
not require further acUon by the ACO. 
This is not applicable to salary schedules 
submitted in compliance with 3 1054.905 
(b). 

§ 1054 905 Costs resulting from salary 
and wage rates and adjustments subject 
to acceptance . The costs resulting from 
all salary and wage rates and adjust¬ 
ments thereto within the applicability of 
this subpart may be made effective on 
cost-reimbursement-type contracts after 
acceptance by the ACO. Costs on which 
acceptance is required will apply to: 

(a) Basic wage and salary schedules 
and adjustments or additions thereto . 
The ACO in determining the accept¬ 
ability of such costs will consider all re¬ 
munerations. including bonuses and pay¬ 
ments in any form. In computing the 
total compensation of an employee. 
When it appears that the compensation 
paid to an individual or a group of indi¬ 
viduals may be unreasonable, a detailed 
examination of the case will be made. 
Consideration will be given to the size 
and type of Government contracts held 
by the contractor, the nature of the serv¬ 
ices rendered by the employee, former 
rates of compensation, the frequency and 
amounts of increases, changes in scope 
and extent of services rendered by the 
employee, and any other pertinent facts. 

(b) Salaries of $25,000 and over. This 
paragraph applies to those cases in which 
the salary element alone amounts to 
$25,000 or over, or any increases thereto. 
These will be examined on an individual 
basis. 

(1) The ACO will examine each such 
salary following the criteria prescribed in 
paragraph (a) of this section. Before 
acting on such salaries, the ACO will con- 
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suit with Hq AMC. The advice of Hq 
AMC is not required when: U> action of 
acceptance of costs resulting from such 
salaries was completed by the ACO prior 
to January 4, 1956. or (ii) current or fu¬ 
ture submissions by the contractor arc 
not in excess of amount (s) previously ac¬ 
cepted for position(8) established. In 
the event the ACO determines that a re¬ 
duction in the amount(s) previously ac¬ 
cepted is in order, and the salary 
elements would be over $25,000. the mat¬ 
ter will be referred to Hq AMC prior to 
making a final determination. 

(2) To obtain the advice of Hq AMC, 
the ACO will submit to the Commander, 
AMC. the following Information: 

<i) The ACO’s recommendations based 
on the changes in the scope and extent 
of service rendered by the employee, 
length of service of the employee, or any 
other reasonable circumstances. 

<U> Position description in justifica¬ 
tion of the salary increase. 

(Hi) Employee*s former rates of com¬ 
pensation and dates. 

Korr, It la not the Intent that ouch In¬ 
formation will necessarily reveal Individual 
employee identification. Such Identification 
normally will he confined to poalUon classi¬ 
fication only. 

flv) Fringe benefits, e. g„ bonuses 
<immediate or deferred) and whether or 
not plan has Government approval, pen¬ 
sion and retirement plan benefits, other 
annuities, life insurance, etc. (itemized). 
Specify: 

<a> The amount paid to or set aside 
for the individual or the current cost to 
the contractor of funding the benefit if 
it is of the deferred type. In reporting 
the current cost of funding a deferred 
benefit, the amount reported will be a 
cost for the individual based on an ac¬ 
tuarial or similar type estimate. 

<b> Amount of (a) of this subdivision 
that has been disapproved by the Gov¬ 
ernment. if any. In addition, specify 
whether the plan providing these benefits 
has been approved by the Air Force and. 
If so, by Whom. 

(v) Based on figures for the past year, 
the following: 

(a) Gross sales of the contractor. 

<!>> Proportion of total Government 
business to the gross business. 

(c) Proportion of total AF business to 
the gross business. 

id) Increase or decrease of AF pro¬ 
curement with the contractor versus the 
previous year. 

<vi) Organizational charts. If avail¬ 
able. 

(vii) Types of items manufactured. 

<3> After evaluation by Hq AMC. ad¬ 
vice will be submitted to the ACO. 

5 1054.906 Establishment of rates for 
new jobs or adjustments in rates for ex- 
istina jobs . The contractor will submit: 

(a) A list of all wage and salary Jobs 
for which acceptance is requested. 

(b) The actual rate or rate range for 
each Job and the approximate number of 
persons employed within the range. 

<c> In the case of adjustments to ex¬ 
isting rates, the proposed rates or rate 
range for each Job. stating the approxi¬ 
mate number of employees to receive 
each rate within the range. _ 
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(d> A statement of any extrinsic fac¬ 
tors supporting the proposal, such as 
housing, transportation, etc. 

<c) Copies of any collective bargain¬ 
ing agreements affecting the employees 
involved. 

<f> Profit-sharing plans. 

5 1054.907 Responsibility of the ad¬ 
ministrative contracting officer . An 
ACO. upon receipt of a submission, will 
carefully examine the data submitted 
and take any steps deemed necessary to 
verify the accuracy of the facts stated 
before making a decision: his written 
acceptance to the contractor will Include 
a statement substantially as follows: 

The rates of compensation listed hereon 
are accepted as being fair and reasonable. 
This acceptance Is without prejudice to the# 
Government’s right to disallow any payment 
made In accordance with any rate upon any 
ground except that the rate Is unreasonable 
for the type of service Indicated. This ac¬ 
ceptance may be withdrawn in whole or In 
part at any time. 

8 1054.910 Union activities and labor- 
management disputes. (a) Salaries and 
wages of employees of the contractor en¬ 
gaged in union activities during regular 
working hours may properly be consid¬ 
ered to be a part of the cost of perform¬ 
ance of the cost-reimbursement-type 
contract for purposes of reimbursement, 
provided there is an obligation upon the 
contractor to pay them. Such obligation 
may arise out of the following: 

(I) The provisions of a labor contract 
between the contractor and a labor 
union. 

<2) An established practice or policy 
of the contractor existing at the plant or 
plants involved. 

(3> An existing trade custom or prac¬ 
tice in the locality of the contractor’s 
plant. 

(4) An existing custom or practice in 
the industry. 

Each case will be decided on its own 
merits. While decision in each case is 
the responsibility of the ACO in the light 
of all facts, the foregoing circumstances 
will normally support reimbursement in 
the absence of any special conditions in¬ 
dicating that, in the particular case, 
payment of the salaries and wages is not 
necessary for the performance of the 
contract. • 

(b) ACO’s will not. under any circum¬ 
stances, participate directly or indirectly 
in labor-management disputes or con¬ 
troversies. 

8 1054.911 Policy regarding elimina¬ 
tion of incentive pay and excessii>e per 
diem for work or services at AF test bases. 
(a) Where existing contracts provide 
for additional compensation to con¬ 
tractors’ personnel to be paid as incen¬ 
tive or per diem over an extended period, 
active steps will be taken to eliminate 
such pay structures as soon as possible. 
Contracting officers will review existing 
wage and salary structures of AF con¬ 
tractors having contracts which fall 
within the scope of this chapter and. 
according to contract provisions, will 
withdraw authorization where Incentive 
or excessive per diem is authorized in 
excess of time duration stated in this sec¬ 
tion for elimination of such pay. The 


gradual program for elimination will 
conform to contract provisions, but will 
adhere as closely as possible to the fol¬ 
lowing schedule of reduction of personnel 
having such structures: (1) at least Vj 
reduction in 90 days, (2) at least ^ re¬ 
duction In 150 days, and (3) complete 
reduction in 270 days, from starting date. 

(b) Contractors* wage and salary 
structures should adequately reflect total 
compensation for services without addi¬ 
tion of per diem or incentive pay. Per 
diem will be limited to travel and relo¬ 
cation circumstances set forth in 
88 1015.204 and 1015.502 (J) of this 
chapter. Contracting officers will care¬ 
fully screen contractors’ wage and salary 
schedules to assure that former incentive 
or per diem rates are not merely included 
as a means of elimination of prohibited 
pay structures. Such inclusion merely 
causes the basic rates to become unrea¬ 
sonable and the former inequalities in 
pay to continue. 

<c> Unless otherwise stated In con¬ 
tract provisions, contracting officers, will 
not accept wage and salary structures 
which Include Incentive pay or excessive 
per diem, except for key technical and 
supervisory personnel identified to the 
particular project. It must be empha¬ 
sized that before acting on such excep¬ 
tions. the ACO must carefully scrutinize 
each application for incentive pay or per 
diem granting such pay or per diem 
only where Justified by all the circum¬ 
stances and in such amounts as may 
be the minimum necessary for obtaining 
qualified, professional, or specially skilled 
personnel. It must be further empha¬ 
sized that a frequent review of such ac¬ 
ceptances must be made with prompt 
termination and modification as chang¬ 
ing conditions warrant. 

SUBPART K—REIMBURSEMENT TO CONTRAC¬ 
TORS FOR POSTAGE PAID ON CONTRACTS 

CALLING FOR DELIVERY AT POINT OF ORIGIN 

8 1054.1102 General—< a) Postal 
charges . Where a purchase document 
provides fbr payment by the Government 
of transportation charges and the vendor 
is directed by proper authority, either In 
the purchase document or by separate 
instructions, to ship via parcel post, post¬ 
al charges are reimbursable and will be 
included In the vendor’s invoice as a 
separate item. The vendor's certificate 
on the invoice will be accepted as suffi¬ 
cient evidence of the correctness of such 
charges and an additional certificate or 
other supporting evidences will not be 
required, such as verification by weight 
or postal zone. 

<b) Insurance . Where articles are 
purchased f. o. b. contractor's shipping 
point and contractor is instructed to 
make delivery via parcel post, it is proper 
to advise the contractor that the parcel 
post package should not be insured, but 
where no notice is given and the contrac¬ 
tor. in good faith, pays the postal insur¬ 
ance charges, reimbursement therefor 
Is authorized. However, the Insurance 
of shipments of “valuables*’ will be deter¬ 
mined by the Government Losses in Ship¬ 
ment Act of July 8. 1937. 50 Stat 479 J* 
amended by 53 Stat. 1358 (5 U. S. 
1340-1). 
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SUtPAIT I—REGISTRATION UNDER SECURITIES 

ACT OF AF CONTRACTORS HOLDING CLASSI¬ 
FIED CONTRACTS 

5 1054.1202 General. (a) Under the 
terms of AP contracts, contractors may 
not disclose classified matter to unau¬ 
thorized persons. Rule 486 of the Se¬ 
curities and Exchange Commission 
provides, In effect, that a contractor ap¬ 
plying for registration under the Securi¬ 
ties Act of 1933 < 48 Stnfc. 74, 15 U. S. C. 
77a-77aa) need not submit copies of 
classified contracts or information re¬ 
lated thereto if the contractor's applica¬ 
tion for registration includes a statement 
(as described below* from the contract¬ 
ing officer administering the contract. 

(b) The administrative contracting 
officer or the local purchase contracting 
officer is authorized to furnish appli¬ 
cable contractors with a written state¬ 
ment containing the following determi¬ 
nations: 

<1> The contents of the contractor's 
AP contract relates to and affects the 
national defense. 

(2) Disclosure of contents of the con¬ 
tract would be contrary to public in¬ 
terest. (There is no objection to the 
disclosure in a registration statement of 
the total dollar amount of the face value 
of the AP contract(s) held by the 
contractor.) 

(c) Upon request, contracting officers 
located at Hq AMC, at AMO field pro¬ 
curement activities or ARDC purchase 
activities, may also furnish such state¬ 
ments with regard to contracts over 
which they have cognizance. 


SUBPART M—fOUCY WITH RESPECT TO PAY¬ 
MENT OP PREMIUM COMPENSATION FOR 
EXTIAMA2ARDOUS RIGHT TESTING 


1 1054.1302 Policy. It is the policy of 
the Air Force that the AP plant repre¬ 
sentative or the chief of the air procure¬ 
ment district will determine whether a 
flight is considered an extruhazardous 
flight. The AP plant representative or 
the chief of the appropriate air procure¬ 
ment district will notify the administra¬ 
tive contracting officer in writing of all 
determinations made with respect to 
extruhazardous flight test approval. 
The administrative contracting officer 
will determine the reasonableness of 
extra compensation to be paid, taking 
into consideration such factors as de¬ 
cree of risk involved, wage scale of flight 
personnel, and provision for insurance 
protection. Administrative contracting 
officers have authority to negotiate and 
approve extrahazardous flight compen¬ 
sation and may solicit from the procur¬ 
ing contracting officer and/or project 
officer any additional facts required in 
order to arrive at a decision. 


SUBPART N —PAYMENT OF FIXED FEE UNDEI 
CPFF CONTRACTS 

1 1054.1402 General. The fixed fe< 
payable to contractors under CPFF con 
tracts is limited by law. and is fixe< 
wnen the other terms of the contrac 
rum ** 0 * a ** d and weed upon. Mos 
..vj contracts provide that the Gov 
cun^ntly reimburse thi 
contractor for expenditures that an 
roaoein accordance with the contrac 
cmESL. •2* WBd or ratified by thi 
r K e l ^ n8 . 0fflcer - A rifled percent 
8 0j tiie &xcd fee due under the con 


tract Is also to be paid, as it accrues, in 
monthly installments based upon the 
percentage of completion of work as de¬ 
termined from estimates made and ap¬ 
proved by the contracting officer. 
CPFF contracts also provide that upon 
completion of all the work. Its final ac¬ 
ceptance. and the execution and delivery 
of a release by • the contractor, any 
unpaid balance of the fee to which the 
contractor may be entitled will be paid 
to him. 

g 1054.1403 Formulas for estimating 
percentage of completion of work and 
fixed fee due —(a) Supply contracts . 
Upon request of a contractor, but not 
more often than once a month, the ad¬ 
ministrative contracting officer assigned 
to administer the CPFF supply contract 
will make an estimate of the percentage 
of completion of work accomplished by 
the contractor using one of the formulas 
set forth in this section. 

<1> Formula No. 1. The formula set 
forth In this subparagraph will be used 
in those cases where the prime unit and 
subsidiary items completed and accepted 
for delivery will result in equitable de¬ 
termination of percentage of completion 
of work on the contract to date. 

(i> A unit fee will be established for 
the prime units contracted for, by di-' 


vidlng total units into the total fixed 
fee included in the contract for the prime 
units. The fee earned on prime units is 
determined by multiplying the unit fee 
by the number of units completed and 
accepted for delivery. 

<il> The fee for subsidiary items on 
the contract, such as spare parts, tool 
kits, ground handling equipment, etc., 
will be established in proportion to the 
current estimated costs of shipments of 
such items compared with the total cur¬ 
rent estimated costs shown In the con¬ 
tract for the same items. It should be 
recognized that exhibits for spare parts, 
tool kits, ground handling equipment, 
etc., may be priced by the contractor 
before he has gained reliable cost knowl¬ 
edge through actual manufacturing ex¬ 
perience and. consequently, his actual 
costs may vary substantially from his 
estimated costs. Therefore, in order to 
prevent overpayment of fixed fee for sub¬ 
sidiary items the administrative con¬ 
tracting officer will establish the accrued 
amount of fee payment due to date for 
subsidiary items by using 1 of the 2 
methods indicated, whichever totals the 
lesser. 

(ill) Formula No. 1 is expressed as fol¬ 
lows: 

(a) Prime Fee Earned. 


Total prime unit fee 


X Acceptable unite completed - Prime fee earned to date. 


Total prime unite 

(b> (I) Subsidiary Item Fee Earned <<1) or (2) whichever is lower). 

Contract coat of acceptable subsidiary 

jX Total m w 7 '” 


items completed 


Total cost estimated in contract 
subsidiary items 

( 2 ). 

Elapsed months from 

^iitar t ofwwk- x -Total for subsidiary Items = Subsidiary items fee earned to date. 

Contract months from 
delivery schedule 

(c) Total Fee Earned for Period. 

(a) plus (5) (1) or (2) (whichever U smaller) —Total fee earned to date. 

Note: Total fee earned to date less fee previously paid equate fee payable to date. 

id) Percentage of Completion of Work. 

Total fee earned to date 


Total fee 


-ss Percentage of completion of work to date. 


(2) Formula No. 2. This formula 
should-be used in those cases where work 
in process is substantial on prime units 
and should be considered in determin¬ 
ing the percentage of completion of work 
on the contract for the period concerned. 
This formula is adopted in those cases 
where contractor can furnish the admin¬ 
istrative contracting officer l-eliuble data 
showing: Total direct labor hours to pro¬ 
duce one prime unit, total direct labor 
hours consumed (input) by work in proc¬ 
ess during the reporting period, and to¬ 
tal direct labor hours consumed (input) 
during the reporting period in the pro¬ 
duction of subsidiary Items. 

Ci) A prime unit fee will be established 
for the prime units contracted for by 
dividing the total prime units into the 
total fixed fee for prime units stated in 
the contract. 

<ii> The total number of direct labor 
hours consumed during the reporting pe¬ 
riod (input; in the production of sub¬ 


sidiary items will be deducted from the 
total number of direct labor hours con¬ 
sumed during the period (input) in the 
production of all units (prime and sub¬ 
sidiary); thus, the net would represent 
the number of direct labor hours con¬ 
sumed in the production of prime units 
during the reporting period. The figure 
thus arrived at will be divided by the 
total number of direct labor hours esti¬ 
mated to be required to produce one 
prime unit. The total number of units 
thus developed will be multiplied by the 
prime unit fee to establish earned fixed 
fee for prime units. To this dollar fee 
for prime units will be added the dollar 
fee for the production of subsidiary 
items, computed in the same manner as 
Formula No. 1. The total dollar fee 
earned for both prime units and sub¬ 
sidiary items will be divided by the total 
fee fixed in the contract for all items, 
and the resulting figure will be deter¬ 
mined to be the percentage of comple- 
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tion of work for the period requested. 

<Ui> In order to take advantage of any 
reduction In the number of direct labor 
hours required to produce one prime unit 
brought about by improved manufactur¬ 
ing processes or more efficient operation, 
the administrative contracting officer 
will require the contractor to furnish, 
at the end of each calendar month, a 
new statement of the number of direct 
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labor hours needed to produce one prime 
unit, and of the total number of direct 
labor hours represented by work in proc¬ 
ess at all work stations in the contrac¬ 
tor's plant, for both prime units and sub¬ 
sidiary items. 

<lv) Formula No. 2 may be expressed as 
follows: 

(a> Prime Fee Earned for Reporting 
Period. 


Total prime unit fee 
~Total prime unite 


=Prime unit fee. 


Total direct labor hours (Input) for period-Subsidiary items 
direct labor hours 
Direct labor la ours per prime unit 


=: Prime units In production. 


Number of units in produoUon x prime unit fee=Prime fee earned. 


<b) Subsidiary items. Sec subparagraph (1) (ill) (b> of this paragraph Formula 
1 for computation of subsidiary item fee earned. Note that subsidiary item fee 
earned for period is fee at end of current period less fee at end of previous period. 
<c> Total Fee Earned for Period. 

(a) plus (b) s Total fee earned for period. 

<d) Percentage of Completion of Work for Period. 

Total fee earned for period _ 

■ — --—- —Percentage of completion of work for period. 


(3) Formula No. 3. This formula is 
to be used in those cases where work In 
process for both prime units and sub¬ 
sidiary items is substantial and should 
be considered In order to determine a 
reasonably accurate cumulative percent¬ 
age of completion of work under the 
contract. The administrative contract¬ 
ing officer will obtain a monthly report 
from the contractor showing: 

<i> An estimate of the total number 
of direct labor hours required to accom¬ 
plish all work called for by the contract. 
(This estimate may be the same, higher, 
or lower than the original or previous 
estimates submitted.) Separate esti¬ 
mates will be for any element of work 
for which separate fees are established. 
The administrative contracting officer 
will determine that the estimate (s) are 
reasonable, by consulting his production 
assistants to the extent necessary. 


fill The total accumulated direct la¬ 
bor hours which have been expended in 
the performance of the contract. Di¬ 
rect labor hours will be interpreted to 
Include direct labor manufacturing hours 
expended on prime items but also direct 
labor hours expended on engineering, 
tooling, and subsidiary items on the con¬ 
tract, such as spare parts, tool kits, 
ground handling equipment, etc., unless 
separate fee(s> are established for such 
elements of work (subsidiary items) In 
which event separate estimate(s) will be 
established for such items. 

(a) To arrive at the percentage of 
completion, the administrative contract¬ 
ing officer will divide the indicated total 
accumulated direct hours expended, by 
the total number of hours estimated to 
be required to accomplish all w ork called 
for by the contract. 


Total accumulative direct labor hours expended 
5*U» direct ) ^ r k h u ° n u ”/^ e u ^ w ^ t ‘ ccom P 1Uh '"^Cumulative percentoge of completion. 


(b> In the event separate fees are 
established for subsidiary items by the 
contract, the same formula will apply. 
In such cases, however, separate esti¬ 
mates will be established for total direct 
labor hours required to accomplish such 
separate element (») of work and for to¬ 
tal accumulated direct labor hours ex¬ 
pended in the accomplishment thereof. 
Percentage of completion will be deter¬ 
mined by dividing the accumulated num¬ 
ber of direct labor hours by the total 
number of hours estimated as being re¬ 
quired to accomplish the dementis) of 
work involved. 

</) The amount of fee payable will be 
that which is represented by the fee(s) 
times the percentage(s> of completion 
established by the application of pro¬ 
cedures outlined above, with the current 
amount payable being the total amount 
due minus the amount (a) previously 
paid. 


(4) Formula No. 4. <i) This formula 
should be used In lieu of Formula No. 3 
In those cases where work in process is 
substantial, but where direct labor hours 
expended cannot be readily obtained 
from contractor's records. The adminis¬ 
trative contracting officer will determine 
by inquiry to the cognizant procuring 
office the total amount of estimated costs 
stated by the contractor in his bid and 
upon which the contract was awarded 
and the fee w*as based, for items of direct 
labor a s follows: direct manufacturing 
labor, direct engineering labor, direct 
tooling, and any other direct labor items 
which may have been agreed upon and 
included in the contract as total esti¬ 
mated costs. At the same time, the ad¬ 
ministrative contracting officer will 
establish, as a safeguard against the pos¬ 
sibility of the contractor’s actual costs 
overrunning his estimated costs, a maxi¬ 
mum fee to be paid monthly, based upon 


the number of months the contract has 
to run from the time it is signed to the 
end of the last month in which deliveries 
ore scheduled In the contract. Recogni¬ 
tion and consideration w ill also be given 
to any delay in deliveries by the contrac¬ 
tor which have resulted in an extension 
of time by the Government. The admin¬ 
istrative contracting officer will there¬ 
after limit his certification of percentage 
of completion of work to a maximum ar¬ 
rived at by multiplying the number of 
months which the contract has run by 
the rate of fee payable in any one month. 

(ii) The administrative contracting 
officer will require the contractor to 
submit a statement showing actual costs 
expended for direct labor at the end of 
the calendar month and, after audit and 
approval of such figures by the Govern¬ 
ment auditor, will certify to a percentage 
of completion of work in the ratio that 
the total actual direct labor costs bear 
to total estimated labor costs. For ex¬ 
ample: a CPFF contract calls for 100 
prime units with spare parts, special 
tools, and ground handling equipment. 
The total fee for the entire contract, at 
6 percent, has been fixed at $6,630,000. 
The contract w f as signed January 1.1947, 
and the final delivery under the contract 
is scheduled for June 30. 1949, 30 
months later. The administrative con¬ 
tracting officer will divide the total fixed 
fee by the total number of months as 
above, to determine a pro rata maximum 
monthly fee of $221,000. He determines 
by inquiry to procuring office that the 
contractor's original estimate for dircet 
labor is $50,000,000. At the end of 3 
months, the contractor submits actual 
direct labor costa of $10,000,000, or 20 
percent of the total direct labor esti¬ 
mated costs. The administrative con¬ 
tracting officer applies his previously 
established limitation of fee payable in 
any one month and finds that the total 
3 months is $663,000, or 10 percent of 
the total fee. He thereupon certifies to 
percentage of completion ol work as 10 
percent. 

<b> Research and development con- 
tracts . Upon request of a contractor, 
but not oftener than once a month, the 
administrative contracting officer as¬ 
signed to administer the CPFF research 
and development contract will estimate 
the percentage of completion of work 
accomplished by the contractor durln* 
that calendar month, using the formula 
set forth in this paragraph: 

<1) The contracting officer will deter¬ 
mine the maximum fee to be paid to the 
contractor for 1 month by dividing the 
total amount of the fixed fee shown in 
the contract by the total number of 
months which will elapse from the sign¬ 
ing of the contract to the end of the 
last month shown on the contract de¬ 
livery schedule. 

(2) The monthly fee payment may 1* 
approved by the contracting officer u 
he is reasonably assured that satisfactory 
progress has been made. This can w 
determined by a combination of two or 
more of the following factors: 

(1) A review of the appropriate state¬ 
ments or substantiating documents; sup¬ 
porting claims for reimbursement or 
costs which may indicate tlie extent « 
the contractor's activity. 
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<ii> Personal observation by AF field 
personnel of the contractor’s progress. 

(ill,i A certification signed by an Indi¬ 
vidual authorized to represent the con¬ 
tractor and supported by documents 
substantiating that the requested pay¬ 
ment is proportionate to the progress or 
completion of the contract. This cer¬ 
tification may be substantially in the 
following form: 

I certify that the fixed fee claimed is correct 
*r.d just, end that It la proportionate to the 
progress made on the contract. 

Signed---- 

Official Title__ 

J 1054.1404 Optional formula. If the 
administrative contracting officer is con¬ 
vinced that some formula other than any 
of the ones outlined in 3 1054.1403 will 
be more fitting under the circumstances 
of his particular contract, he will submit 
the formula to the Commander. AMC, 
for review and approval before he adopts 
It in certifying percentage of completion 
of work. 

1 1054.1405 Contract formulas . If a 
particular CPFF contract sets forth a 
specific method of compilation and pay¬ 
ment of fixed fee. the terms of the con¬ 
tract and not this subpart will govern. 

I 1054.1407 Prohibition against using 
total cost versus estimated cost formula . 
In no instance will an administrative 
contracting officer certify to percentage 
of completion of work based upon the re¬ 
lationship that the contractor’s actual 
expenditures bear to the total estimated 
cost appearing in the contract. 

5 1054.1408 Consistency in use of for¬ 
mula adopted for individual contracts . 
Once an administrative contracting offi¬ 
cer has elected to use a definite formula 
for estimating percentage of completion 
oi work on a contract, he will adhere to 
that formula throughout the life of the 
contract except that he may at any time 
elect to use the formula set forth as For¬ 
mula No. 1 (see 3 1054.1403 (a) (ID) 
even though he has previously used 
another prescribed formula. In no event 
will a successor to a contracting officer 
change the formula adopted by a prior 
administrative contracting officer except 
as set forth in this section. 


his voucher to the Government auditor 
for approval. 

(b) Both the accrued unpaid portion 
of the fixed fee and costs incurred under 
the contract may be submitted on the 
same voucher, unless separate voucher- 
ins of the fixed fee is more convenient 
for the contractor or would result in 
more expeditious reimbursement. 

SUBPART P—ADMINISTRATION OF FLIGHT TEST 

OR OTHER RSD PROGRAMS AT TEST FACILI¬ 
TIES 

1 1054.1803 Definition , For the pur¬ 
pose of this subpart, a “teat facility” is 
a government-owned and operated facil¬ 
ity. or where other projects are con¬ 
ducted. by a contractor under the provi¬ 
sions of an AF contract. 

3 1054.1604 Responsibilities. The 
chief, air procurement district, or AF 
plant representative having cognizance 
over the prime contract under which the 
test is being conducted will insure that 
all contractual data are made available 
to the test facility for guidance during 
the test, and that an administrative con¬ 
tracting officer is assigned through trans¬ 
fer of secondary administration or a 
project officer is appointed and delegated 
specific responsibilities. 

SUBPART R—RENEGOTIATION BOARD 
INQUIRIES 

3 1054.1803 Procedure. <a> Procure¬ 
ment and contract performance in¬ 
formation will be obtained by the re¬ 
negotiation Board directly from the 
applicable AMA headquarters, Hq ARDC. 
or other major commands. 

(b) Information requested concerning 
a contractor should not be obtained from 
the representatives or personnel of that 
contractor. Information requested con¬ 
cerning subcontractors should be col¬ 
lected from sources within the Air Force 
to the extent available. When appro¬ 
priate information may be obtained from 
the subcontractor’s customers. 

f 1054.1805 Checklist of Questions, 
(a) Applicable to Contracts Other than 
Construction or Architect-Engineer Con¬ 
tracts. 

CUKXUST 

X- CKASACTER OF MTSINXfta 


3 1054.1409 Certificate of completion 
of work. Upon making his estimate of 
percentage of work, the administrative 
contracting officer will prepare and de¬ 
liver to the contractor a certificate of 
percentage of completion of work which 
wul be in the following form, without 
deviation: 

Date_ 

I hereby certify that a* of the date hereof 
the percentage of completion of work colled 

roc in Contract Nr_ _ UB deter- 

nilned by estimates made and approved by 
nw, ii no lets than....percent. 


(Contracting officer) 

3 1054.1410 Submission of voucher 
fixed tee. , n) xh, admlnlstra 
z contracting officer s certificate o 
percentage of completion of work In th 

i£k'?T h to 1 1054.1409 Will be at 
“cned by the contractor to his vouchc 
accrue *i uhpald por 
°f the fixed fee before submit Un 


A. Were the manufacturing techniques in 
connection with renegotiate buaincee com¬ 
plex or relatively simple? Discuss What 
decree of skill and precisions was required? 
Discuss. 

B. To what extent were manufacturing 
processes or renegotiate business integrated 
(I. e.. to what extent did the operations con¬ 
sist of actual processing or fabrication, as 
distinguished from mere assembly)? Dis¬ 
cuss. 


n. nncixNcT or tmi coKTOACroa 

A. Quantity of Production. 

1. Did the contractor do a good job of 
quantity production In relation to available 
physical faculties? Discuss. 

2. Did the contractor expand facilities to 
handle renegotiate business? IT so, was 
the expansion In excess of requirements? 

8. What was the contractor’s record on 
meeting deUvcry schedules? If delivery 
schedules were not met. who and what were 
responsible for the failure? (L e.. specifica¬ 
tion changes, delays in delivery of Govern- 
meut-fumUbed material, labor troubles. 
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etc,) If delivery schedulues were bettered, 
was It due to good management? 

B. Quality of Product. 

1. Was the quality of the contractor’s re- 
negotiable products or services outstanding, 
above average, average, below average, or 
poor? Discuss causes (such as skill, testing 
standards, substitution of materials, etc ). 

2. What was the contractor's record of 
spoilage within the plant and rejection by 
Government inspectors? If abnormally ex¬ 
cessive. discuss causes, effect on production 
and costa, and corrective measures. 

3. Da you know of any significant mechan¬ 
ical or other difficulties in the installation or 
use of the contractor's renegotiate products? 
If so. discuss causes, corrective action, if any. 
and results. 

C. Reduction of Costa. (Covered in sec. 
m below.) 

D. Use of Materials. Facilities, and Man¬ 
power 

I. Was the contractor economical or waste¬ 
ful in IU use of materials, facilities, or 
manpower? Explain. 

2 Was the contractor effective In con¬ 
trolling the quantity of materials and the 
amount of labor In relation to production? 

3. Were Inbor relations harmonious or 
troublesome? Discuss strikes, stoppages, or 
other Important difficulties. 

in. SXASONAHLXKXSS OF COSTS AND rHOrtTS 

A. Was the contractor high, above average, 
average, below average, or a low-cost pro¬ 
ducer? Discuss causes (such as efficiency, 
quality standards, specification change, diffi¬ 
culties in material supply, or labor troubles). 

B. Were the contractor’s pricing and profit 
policies reasonable? Was the contractor un¬ 
usually difficult In price negotiations? If so. 
give any important details. Were any Im¬ 
portant contracts negotiated as subnormal 
profit rates or on a “no-profit” basis? List 
and explain. 

C. To what extent did the contractor ob¬ 
tain business subject to renegotiation in the 
face of active competition? Was he the 
’’sole source” on any products or services 
procured? 

D. How did the contractor’s prices on re¬ 
negotiate business compare with those of 
companies furnishing the same or similar 
products or services? Specify competitors 
and furnish available price comparisons. 

E. Did the contractor accomplish signifi¬ 
cant reductions of controllable costs? If 
production volume Increased, did the con¬ 
tractor give the Government the benefit of 
savings? 

rv. capital employed 

Note. Information needed by The Rene¬ 
gotiation Board with respect to capital em¬ 
ployed normally will be developed from 
sourcea other than the procuring depart¬ 
ments. 

v. extent or oiak assumed 

A. Taking into consideration contracting 
techniques and pricing policies employed, 
were unusual risks borne by the contractor? 
(I. c.. possibility of lass due to tight pricing 
policies. Increases in material and labor oosts. 
Inability to obtain materials, cutbacks or 
contract termination. Inventory spoilage, 
obsolescence, or tn connection with guar¬ 
antees of quality or performance). If so, 
explain. 

B. To what extent were risks of the con¬ 
tractor reduced or minimised in contracting 
with the Government? (I. •„ by use of price 
redetermine lion or price escalation contract 
clauses providing for upward price adjust¬ 
ment). Discuss types of price revision 
clauses, etc. 

C. Did the acceptance of re negotiable con¬ 
tracts Jeopardize the contractor’s commer¬ 
cial market? If ao. explain briefly. 

D. Did the contractor bear any other Im¬ 
portant risks? If so. explain. 
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ru contribution to the ditensf effort 

A. Did the contractor make any excep¬ 
tional contributions to the defense effort? 
(Such as research. development, engineering. 
Invention, or cooperation with the Govern¬ 
ment or other contractors In supplying tech¬ 
nical assistance.) Explain in detail. To 
what extent were the contributions paid for 
by the Government? To what extent will 
the contractor benefit therefrom? 

B. If tho contractor U a broker, manu¬ 
facturer's agent, or a dealer, did he, to your 
knowledge, make any substantial contribu¬ 
tions to the defense effort by— 

1. Making sources of materials and serv¬ 
ices available to defense contractors; 

a. Correlating the productive capacity of a 
manufacturer with procurement needs; 

3. Expediting the purchase and flow of 
materials to contractors; 

4 Servicing sales contracts during per¬ 
formance; or 

5. Rendering expert engineering or other 
technical assistance? If so. explain briefly. 

(b) Applicable to Construction Contracts. 

CHECKLIST 

X. CHARACTER or BUSINESS 

Note. Information needed by The Rene¬ 
gotiation Board with respect to character of 
business normally will be dcvclopod from 
sources other than the procuring depart¬ 
ments. 

n. xmcixNCT or the contractor 

A. Quality of Management 

1 Was there adequate supervision? 

2. Were there satisfactory scheduling of 
labor, mnterlal and equipment requirements 
to accomplish work Items In orderly se¬ 
quence? Discuss. 

3. Were construction methods satisfac¬ 
tory? Above average? Below average? 

B. Quantity of Production 

1. Waa work completed on time? 

2. Were there unusual delays? If so, were 
they within or beyond control of the con¬ 
tractor and what corrective action was token? 

C. Quality of Production 

1. Was Government inspection normal or 
was an unusual amount of inspection re¬ 
quired to assure compliance with specifica¬ 
tions? 

2. What was record of rejected work, if 
any. and causes? 

D. Reduction of Coats (Covered In sec. Ill 
below.) 

E Use of Materials. Faculties, and Man¬ 
power 

1. Was equipment suitable for the work 
and what was Its condition? Were there 
frequent breakdowns? 

2. Waa equipment fully used, where eco¬ 
nomical. to reduce Labor costs? 

3. Was contractor economical or wasteful 
In the use of materials, facilities or man¬ 
power? Diseusa. 

4. Was labor available locally or was It 
necessary to provide transportation, hous¬ 
ing or subsistence? 

in. REASONABLENESS OF COSTS ANTI FROTTT* 

A. Was the contract let as a result of ne¬ 
gotiation or competitive bid? If the contract 
was let as tbe result of competitive bidding, 
give number of bids and tabulation of four 
lowest bids based on award Items. 

B. If cost type contract, was contractor 
effective in controlling or reducing oosts? 

C. Was tbe work confined to one area or 
to widely separated areas? What was the 
effect on pricing? 

nr. cxriTAL employed 

Not*. Information needed by The Rene¬ 
gotiation Board with respect to capital em¬ 
ployed normally will be developed from 
sources other than the procuring depart¬ 
ments. 


RULES AND REGULATIONS 


V. EXTENT OF XtSX ASSUMED 

A If contract was let as a result of com¬ 
petitive bids, what was the time allowed for 
bidding? 

B. To what extent did unforeseen site con¬ 
ditions affect contractor's rUk? Were there 
unusual or unanticipated subsurface or 
weather conditions? Discuss. 

C. To what extent did the adequacy of 
plans and specifications affect risk? For 
example, were all items of work fully and 
dearly detailed; were there numcroua 
changes required subsequent to award? Dis¬ 
cuss. 

D. Were there any contract provisions such 
aa guarantee* or escalation, etc., which In¬ 
creased or decreased tbe rUk assumed? 

E Did the contractor bear any other im¬ 
portant risks? Discuss. 

VI. CONTRIBUTION TO Tfl* DEFENSE EfTORT 

A. Was facility of a high priority and wns 
completion in advance of contract time 
requested? 

B. Waa work completed before contract 
requirement at no additional cost to the 
Government? If so. woa early completion 
attributable to unanticipated favorable con¬ 
ditions or to outstanding efficiency? 

<c> Applicable to Architect-Engineer Con¬ 
tracts 

Checklist 

x. character or business 

Note. Information needed by The Rene¬ 
gotiation Board with respect to character of 
business normally wiU be developed from 
sources other than the procuring Depart- 
menu. 

XT. EFFICIENCY OF THE CONTRACTOR 

A. Quantity of Production 

I. This factor is not particularly appli¬ 
cable to this type of business, however, ap¬ 
propriate comment should be made aa to 
the speed of completion of the work. 

B. Quality of Product 

Discuss the following, os appropriate: 

1. Quality of survey 

2. Quality of Investigation 

3. Quality of management 

4. Quality of design 

(a) Was the design economical and suit¬ 
able for Intended purpose? 

(b) Was it adaptable to practical con¬ 
struction methods? 

(c) Did the design lend Itself to conserva¬ 
tion of crltlcol materials? 

(d) Were the drawings dear and suffi¬ 
ciently detailed? 

<e) Were there many revisions? 

5. Quality of specifications. 

C. Reduction In Cost* (covered In sec. Ill 
below). 

D. Use of Materials, Facilities and Man¬ 
power 

1. This factor Is not usually applicable 
to this type of business, however, any un¬ 
usual utilisation of manpower or equipment 
should be commented on. 

in. reasonableness or costs and paoms 

A. Were pricing and profit policies reason¬ 
able? If available, furnish cost and profit 
estimates which were used In negotiation of 
contract. 

B. What Is tbe contractor's reputation with 
respect to prices? 

C. What was the estimated cost of con¬ 
struction for which plans and specifications 
were prepared under this contract? 

D. If cost-typo contract, was contractor 
effective in controlling or reducing costs? 

TV. CAPITAL EMPLOYED 

Note: Information needed by The Re¬ 
negotiation Board with respect to capital 
employed normally will be developed from 
sources other than the procuring Depart¬ 
ments. 


Y. EXTENT or SISK ASSUMED 

A Were preliminary phms (Schematic 
data) available? 

B. Was there any delay In approval of 
schematics? 

C Were there unusual design problem ? 
(Discuss in general terms If necessary to 
avoid high Security classification.) 

D. Was adequate time allowed for comple¬ 
tion or was project of a high priority and 
early completion required? If the latter is 
true, did the original pricing take speedy 
completion Into consideration? 

VI. CONTRIBUTION TO THE DEFENSE EFFORT 

A Were any unusual contributions made 
In the way of unique or unusual design? 

B. Was priority of project auch that early 
completion constituted a dlainct contribu¬ 
tion? 

SUBPART $—PERFORMANCE DATA ON A5P*A 
CONTRACTORS 

I 1054.1902 General The Rencro- 
tiatlon Board administers the Renci’o- 
Uation Act of 1951 as it pertaim to 
contractors subject to the act. In order 
to compile a complete performance re¬ 
port. It is necessary to supplement Infor¬ 
mation available to the ASPPA with that 
available to personnel having quality- 
control jurisdiction over the contractor’s 
plant. 

4 1054.1903 Source and routing of re¬ 
quests. Requests for performance infor¬ 
mation will be received by the cognizant 
AM A directorate of procurement and 
production from the Renegotiation Board 
through its regional boards. 

4 1054.1904 Use of checklist . The 
performance checklist as set forth in 
4 1054.1911 will be used by the air pro¬ 
curement district as a guide In deter¬ 
mining performance data factors. The 
checklist is derived from that published 
In appendix A of "A Guide Book for Re¬ 
porting Performance Information is¬ 
sued by the Renegotiation Board in July 
1952. 

{ 1054.1905 Source of data. <*> 
Prime-contractor performance data per¬ 
taining to the items listed In the check¬ 
list will be compiled from Air Force rec¬ 
ords. In no instance should information 
concerning the prime contractor be ob¬ 
tained from prime contractor personnel 
(b> Subcontractor performance data 
should be obtained from readily available 
Air Force records. When necessary, these 
data mny be expanded by supplemental 
information requested from the pito* 
contractor. 

4 1054 1911 Performance checklist 
Performance Checklist 

X. CHARACTER OF BUSINESS 

A. Were the manufacturing technique 1* 
connection with renegotiate busing 
piex or relatively simple? Discus* wMi 
degree of skill and precision was required? 
Discus*. 

B. To what extent did the operation* ©Ofi* 
aist of actual manufacturing aa disttuKUishea 
from blending or storage and handing 
Discuss. 

XI. EFFICIENCY OF THE CONTRACTC* 

A. Quality of Production . ^ 

1. Did the contractor do a good jo* 
quantity production In relation to avails** 
physical facilities? Discuss. 
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2. Did the contractor expand facilities 
•olcly to handle Government business? If 
»hat was the extent of the expansion? 

3. What was the contractor's record on 
meeting delivery echedulea? If delivery 
•chedules were not met. who and what were 
responsible for the failure? (For example, 
specification changes, delays In delivery of 
Government-furnished material. labor trou¬ 
bles. etc.) If delivery schedules were 
bettered, was It due to good management? 

B Quality of Product. 

1. Was the quality of the contractor's re* 
negotiable products or services outstanding, 
above average, below average, or poor? Dis¬ 
cuss causes (such as shill, testing standards, 
substitution of materials, etc.). 

3 What was the contractor's record of 
spoilage within the plant and rejection by 
Government inspectors? If abnormally ex¬ 
cessive. disc urns causes, effect on production 
and costs, and corrective measures. 

8. Do you know of any significant technical 
or mechanical difficulties In the manufacture 
or handling of the producU? If so. discuss 
causes, corrective action If any, and results. 

SUBPART T—SUPERVISION OP FACTORY 
TRAINING COURSES 

I 1054.2002 General, Factory train¬ 
ing programs under AF prime contracts 
are supervised by a representative of the 
Air Training Command except when the 
size and duration of the student load 
at a factory does not warrant assign¬ 
ment of such representative. The Air 
Training Command makes the determi¬ 
nation. but It has been found Impracti¬ 
cable for that command to advise the 
air materiel areas In advance as to 
whether an Air Training Command rep¬ 
resentative w ill be assigned. It is neces¬ 
sary. therefore, that the air materiel 
area not only find out whether an Air 
Training Command representative will 
be assigned, but also assume certain 
other responsibiltles In connection with 
factory training. 

SUBPART u—PiANT SEIZURE PROGRAM 

5 1054.2103 General To elTect Gov¬ 
ernment seizure of a plant or facility 
where a w r ork stoppage or other event Is 
seriously delaying military production, 
the President of the United States issues 
an Executive order which authorizes and 
directs the Secretary of Defense to take 
possession and operate the facility in¬ 
volved The Secretary of Defense then 
delegates this responsibility to the ap¬ 
propriate service (Army, Navy, or Air 
Force). The Secretary of the Air Force 
then relies upon Hq AMC to have ready 
at all times a list of qualified personnel 
within AMC from which seizure teams 
and Department of Defense representa¬ 
tives could be selected. 


SUBPART W—SCRAP CONTROL 

ft 1054.2303 General The purpose o 
R^rap controls is to eliminate waste am 
resulting costs and to provide for th 
optimum use of critical and strntegl 
materials. Excessive generation of serai 
n..n V le loas °* the b&sic material 
?.« es J al ? or ex D«M*ed. wastes machin 
me and plant apace, creates an accrua 

c.irwi* rhei !? cost ®> an<1 reduces th 
orderly production of acceptable item; 

“ n Pf°ductlve use of materials, laboi 
Production capacity Increases cost 
Quantity produced to th 
1 th *l it i6 Imperative that all per 


sonnel concerned make a continuing 
study of all problems resulting thereby. 

I 1054.2304 Responsibilities. The ad¬ 
ministrative contracting officer will: 

<a> Review the scrap control proce¬ 
dures of the AF contractor. The Intent 
of the review is to establish that the con¬ 
tractor is practicing scrap control to 
insure that recurring scrap is being kept 
at a minimum and to provide informa¬ 
tion that will facilitate an immediate 
correction. 

(b) Determine that the contractor's 
scrap controls. Including procedures and 
records, are according to the generally 
accepted objectives of scrap control 
within the segment of the industry con¬ 
cerned and are adequate to protect the 
Government’s Interest. Advise the con¬ 
tractor and local cognizant AF personnel, 
in writing, of the determination. If cor¬ 
rective measures are necessary, advise 
the contractor so he may accomplish 
them. 

SUBFART Y—LOSSES, DAMAGES, OR DESTRUC¬ 
TION OF GOVERNMENT PROPERTY IN POS¬ 
SESSION OF CONTRACTORS UNDER MILITARY 
SUSPENSE ACCOUNTING 

I 1054.2500 Scope of subpart. This 
subpart establishes procedure to be fol¬ 
lowed whenever Government property is 
lost, damaged, or destroyed wiille in the 
possession of a contractor performing 
under a service contract for such services 
as laundering, housing, stevedoring, em¬ 
ployment of longshoremen, repair and 
return of property to the shipping or¬ 
ganization; and may include other type 
contracts administered locally, wherein 
the Government property involved is 
controlled as a suspense item in the mili¬ 
tary account from which shipped. 

$ 1054 2503 Responsibilities and pro - 
cedures. <a> In each Instance of loss, 
damage, or destruction of Government 
property while in the possession of a 
contractor under service type contracts, 
AF Form 447. ‘Turn-In Slip,* 1 will be 
initiated and prepared by the officer re¬ 
sponsible for the property, or such other 
individual having a primary interest in 
the property involved. The contractor’s 
name, address, and pertinent contract 
number will be set forth in the statement 
of circumstances on the face of the form. 

(b) The contracting officer will con¬ 
sider the factual data contained on the 
AF Form 447 in determining the con¬ 
tractor’s liability for loss, damage, or de¬ 
struction of the property Involved. 
v (c) If the contracting officer deter¬ 
mines that the contractor is liable for 
the loss, damage, or destruction of the 
property Involved, he will issue a letter 
to the contractor stating: that investi- 
-gation has been made of the facts sur¬ 
rounding the particular case, and the 
amount of liability. The letter will 
further inform the contractor that. If he 
does not question his liability in the 
amount specified, the claim may be set- 
• tied according to stated procedures. 

(d> If the contractor advises the con¬ 
tracting officer that he is not liable (or. 
If liable, is not liable in the amount speci¬ 
fied), the contracting officer will con¬ 
sider any new* evidence that may be pro¬ 
duced by the contractor, and will prepare 
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and sign written findings of fact and a 
determination of whether the contractor 
is liable, and of the amount of his liabil¬ 
ity, If any. The findings and decisions 
will be promptly sent to the contractor 
and the accountable property officer in 
whose account suspense control has been 
maintained. After the decision has be¬ 
come final (because the contractor fails 
to make a timely appeal, or a timely ap¬ 
peal has been decided >. the procedures of 
Subpart F. Part 1058, of this chapter 
will be followed. 

SUSPART Z—INTERIM BILLING PRICES AND 

REFUNDS FOR INCENTIVE AND PRICE REDE¬ 
TERMINATION CONTRACTS 

i 1054.2600 Scope of subpart. This 
subpart defines the policy and estab¬ 
lishes contract administration responsi¬ 
bilities and procedures necessary to: as¬ 
sure payment of amounts fairly due for 
items delivered and accepted under in¬ 
centive-type and price-redctermlnatlon- 
type contracts, reduce the need for re¬ 
funds by contractors under such con¬ 
tracts. facilitate timely adjustment of 
provisional billing prices and prompt 
completion of final pricing under these 
types of contracts. 

3 1054.2602 General. (a) There will 

be included In all new contracts of the in¬ 
centive-type and price-redetermlnatlon- 
type, all definitive contracts of the Incen¬ 
tive or price redctermlnation type re¬ 
placing or superseding letter contracts, 
all amendments providing an incentive 
or price-redetermlnation clause in con¬ 
tracts not previously containing such a 
clause, and all amendments to contracts 
of the incentive-type or price-redetermi¬ 
nation type providing for new or addi¬ 
tional procurements, which limits pay¬ 
ments to be made to the contractor and 
provides for quarterly refund to the Gov¬ 
ernment of amounts found to exceed 
such limitations. 

(b) Where, in the case of existing con¬ 
tracts of the incentive type or price re- 
determination type, payments cannot be 
limited within a reasonable time, as pro¬ 
vided above, the administrative con¬ 
tracting officer will take prompt action 
by reporting such cases to the procuring 
contracting officer for the purpose of 
obtaining by mutual consent, contrac¬ 
tual provisions similar to the new au¬ 
thorized clauses. 

(C> Administrative contracting offi¬ 
cers who adjust prices downward pur¬ 
suant to voluntary refunds not required 
by any contractual provision and re¬ 
funds incident to quarterly or other 
statements furnished under contrac¬ 
tual provisions providing for adjustment 
of billing prices will accomplish a sup¬ 
plemental agreement after negotiation 
with the contractor. Prompt action is 
necessary to prevent overpayment and 
facilitate adjustment of billing prices. 

(1) The following clause for the sup¬ 
plemental agreement may be used and. 
if necessary, modified to suit the circum¬ 
stances: 

Pursuant to authority of clause...... of 

thia contract the partte* hereto agree to 
effect the following revised billing price* for 
Heme enumerated. 
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The adjusted billing price* Agreed upon by 
tbe parties hereto are to be considered «ui 
Interim price* for billing purpose* and thla 
revision is made without prejudice to tbe 
rights of either party In the negotiation of 
final pricer of this contract, \ 

(2) Where there is a voluntary refund 
without contractual provision therefor, 
the above clause will be modified by re¬ 
vising the first sentence to read: 

By mutual agreement the parties hereto 
agree to effect the following revised billing 
prices for items enumerated. 

§ 1054.2603 Refunds and adjustments. 
fa) It Is essential in all cases that the 
amount of an Indebtedness of contracts 
to the Government be ascertained 
promptly, and collected expeditiously ac¬ 
cording to Subpart P. Part 1058. of this 
chapter. Government personnel will 
take prompt action so that amendments 
and supplemental agreements, when ap¬ 
propriate, will be executed without 
delay. 

<b) For use In expediting and con¬ 
trolling adjustments and refunds, cur¬ 
rent Inventory and control lists will be 
established and maintained with regard 
to ail incentive-type and price-rede ter¬ 
mination-type contracts being adminis¬ 
tered. 

<c> All incentive-type and price-rede¬ 
termination-type contracts will be sys¬ 
tematically reviewed at least every 3 
months to obtain voluntary downward 
interim billing price adjustments and 
prompt refunds, as appropriate. The 
making of voluntary refunds in anticipa¬ 
tion of retroactive price reductions will 
be encouraged. Contractors’ proposals 
for any voluntary refund In connection 
with final pricing will be accepted with¬ 
out prejudice to Anal pricing. In con¬ 
nection with voluntary refunds, mini¬ 
mum refunds proposed by contractors 
in connection with final pricing pro¬ 
posals. and refunds incident to quarterly 
statements furnished under contractual 
requirements, contractors will not be re¬ 
quired to furnish concurrent itemization 
of adjustments to be made on past 
billings, nor to furnish adjusted bills 
concurrently. Such adjustments as may 
be essential in connection with refunds 
will be accomplished by appropriate 
Government personnel, with such Infor¬ 
mation os may be ^essential obtained 
from contractors after refunds arc made. 
The making, acceptance, and deposit of 
refunds will not be delayed pending the 
making of any necessary accounting ad¬ 
justments. When reduction in billing 
prices arc proposed by contractors, they 
will be made effective immediately with¬ 
out prejudice to further adjustment. 
Billings voluntarily reduced by contrac¬ 
tors will, if otherwise proper, be paid at 
the reduced amounts without awaiting 
contract amendments. The reduced 
price invoice or the credit memorandum 
should bear the following wording: 

This voluntary price reduction la tendered 
by the contractor and accepted by the Gov¬ 
ernment without prejudice to the rights of 
any of the parties in negotiation of final price 
of subject contract 

5 1054.2604 Contract administration . 
The appropriate contracting officer will 
exercise every effort to bring about 
prompt redetermination of prices and 
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the setting of firm target prices and final 
settlement of incentive-contract prices 
by vigilant and timely attention to the 
contract administration aspects of each 
contract, and nothing contained herein 
will diminish his responsibilities. 


Part 1055— Spare Parts 

Svbpojf A—Policy for Procurement ond DolIvory 
of Spore Ports 

See. 

1055.102 Policy. 

Svbport B—Conhoctool Provisioning Document 

1055.202 Definitions. 

1055.200 lost of contractual provisioning 
documents. 

Subport C—Stotement of Provisioning Policy 
(AMC Form 263) ond Programing Checklist 
AMC Form 321 Scriot) 

1055502 Procedures. 

Subport 0—Approvol of Sporo Ports or Ground 
Support Equipment Inhibits end Itsuorvco of 
Supplemental Agreements 

1055.402 Procedures and responsibilities. 

Svbport E—Interim Spore Ports Kits To Maintain 
Experimental ond Development Equipment 

1055.503 Definition, 

1055.504 Responsibilities, 

Subport F—Review of Documents Establishing 
Prices for Support Items 

1055.602 Review board membership and 
functions. 

1055.603 Procedures and responsibilities. 

AuTHoarrr: f| 1055.102 to 1055 603 Issued 
under sec. 8012, 70A Slat. 458; 10 U. S. C. 
8012. Interpret or apply secs. 2301-2314. 70A 
Stat. 127-133; 10 U. S- C. 2301-2314. 

SUBPART A—POLICY FOR PROCUREMENT AND 
DELIVERY OF SPARE PARTS 

5 1055.102 Policy —fa) Procurement . 
(1) An Initial supply of spare parts will 
normally be procured from the prime 
contractor under the provisions of au¬ 
thorized spare parts provisioning docu¬ 
ments. 

c2> Replacement spare parts will be 
procured directly from manufacturers 
who actually fabricate the parts when¬ 
ever possible under the provisions of 
Public Law 413, except in the following 
instances: 

(1) Where doubt exists that the parts 
will be entirely satisfactory due to lack 
of adequate engineering data for manu¬ 
facture, anticipated design changes in 
the end item, standardization, etc. 

(it) When it is determined by the con¬ 
tracting officer to be In the best interest 
of the Government to procure the parts 
from the end item contractor; l e.. the 
contractor for an airframe, engine, radar 
set. etc. 

(b) Delivery. The same kind of ex¬ 
pediting action and followup will be 
maintained on spare parts as on the end 
item to insure concurrent delivery or de¬ 
livery according to an approved nego¬ 
tiated delivery schedule. Priorities 
established for the end item will apply 
to the delivery of all spare parts of the 
end item. 

SOBPART 8—CONTRACTUAL PROVISIONING 
DOCUMENTS 

$ 1055.202 Definitions . fa) •‘Contrac¬ 
tual provisioning document” is an au¬ 


thorized specific document incorporated 
in AF contracts, by reference or other¬ 
wise. to prescribe the procedures, terms, 
and conditions governing the selection 
and furnishing of initial support 
quirements to maintain an end cuticle for 
its Initial phase of prescribed service 

(b) “Amendment” is an authorized 
document for changing existing require¬ 
ments in, or adding new requirements 
to, contractual provisioning documents 

(c) ‘’Addendum” is an authorized 
document outlining deviations from con¬ 
tractual provisioning documents, which 
apply to a specific service of the Arm«*d 
Force or to specific major commodity 
ureas. 

? 1055.206 List of contractual prorf- 
sioning documents . The following sec¬ 
tions list the contractual provisioning 
documents authorized for use. 

Spore parti provisioning document for 
USAP aeronautical and supporting equip¬ 
ment contract*. 

Ground support equipment and §pore parti 
therefor provisioning document. 

Short form spare paru selection procedure. 

Short form spare parts selection proce¬ 
dure—Follow-on contract application only. 

Training ports document far US AF % tee 
test or production equipment contracts. 

Spare parts selection for the support rf 
kits. 

Spare parts procedure for support of kits 
for Department of the Army aircraft, air¬ 
craft engines, and GFAE therefor. 

Amended provisioning document for D8AF 
production contracts covering Navy re¬ 
quirements and equities. 

Spore parts repair kit provisioning docu¬ 
ment for USAF contracts. 

SUBPART C— STATEMENT OF PROVISIONING 

POLICY (AMC FORM 2631 AND PROGRAM¬ 
ING CHECKLIST (AMC FORM 321 SERIES) 

$ 1055.302 Procedures . (a) Contract 

Provision MCP 71-649. “Spare Paris 
Provisioning Document for USAF Aero¬ 
nautical and Supporting Equipment 
Contracts” provides that AMC Form 
263. “Statement of Policy To Provide 
Tata Governing Initial Provlsioning of 
Spare Parts,” and AMC Form 321. “Pro¬ 
graming Checklist.” or AMC Form 321 A 
“Programing Checklist—Electronics and 
Armament.” will be furnished by the 
Government to the contractor. 

<b> Contracting officers will furnish 
the contractor (or prospective contrac¬ 
tors) AMC Form 263 and AMC Form 321 
or AMC Form 321A, whichever is Ap¬ 
plicable. as follows: 

(1) For sole source procurements the 
subject forma will be furnished to the 
contractor concurrently with the award 
of contract 

(2) For multiple source procurements 
(competitive) AMC Form 263 will be 
included in each Invitation for B:d or 
Request for Proposal forwarded to pro¬ 
spective contractors. Upon award of 
contract, the contractor will be concur¬ 
rently furnished AMC Form 321 or AMC 
Form 321 A. whichever is applicable 

<c> Contract Provision MCP 71— 
“Short-Form Spare Parts Selection Pro¬ 
cedure”, provides that the Government 
will furnish the contractor AMC Form 
321 or’AMC Form 321 A, whichever ts ap¬ 
plicable, concurrently with the award cf 
contract. 
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(d) Contract Provision MCP 71-666A. 
“Short-Form Sparc Parts Selection Pro¬ 
cedure— Follow-on Contract Applica¬ 
tion Only'* provides that the Government 
will furnish the contractor AMC Form 
321 or AMC Form 321 A, whichever Is ap¬ 
plicable, concurrently with the award oX 
contract. 

SUBPART 0—APPROVAL OP SPARE PARTS OR 
GROUND SUPPORT EQUIPMENT EXHIBITS AND 
ISSUANCE OF SUPPLEMENTAL AGREEMENTS 

I 1055.402 Procedures and responsi¬ 
bilities. <a> Spart parts and ground 
support equipment lists will be furnished 
by the contractor to the administrative 
contracting officer according to the au¬ 
thorized contractual provisioning docu¬ 
ments appended to or referenced in the 
contracts. 

ib> Following the submission of priced 
spare parts and ground support equip¬ 
ment lists, the administrative contract¬ 
ing officer will review the prices 
contained therein. When it has been de¬ 
termined that the prices are considered 
fair and reasonable, the administrative 
contracting officer will issue and sign a 
supplemental agreement adding the ex¬ 
hibit to the contract, provided that sup¬ 
ply approval of items and quantities 
has been previously furnished and that 
It is within the fund limitations set 
forth In the contract. 

<c> If excess funds for spare parts and 
ground support equipment remain after 
processing of the final priced spare parts 
and pround support equipment lists, the 
funds will be released according to exist¬ 
ing procedures. The final priced spare 
parts of ground support equipment 
lists are lists published by the contrac¬ 
tor which meet both of the following 
conditions: 

<1> The, contractor has assured the 
administrative contracting officer that 
no further engineering change proposals 
affecting the end itexms) under contract 
will be published. 

f 2> No additional orders for items and 
quantities are to be processed according 
to the contractual provisioning docu¬ 
ments appended to or referenced In the 

contracts. 

•d* If the contract involved contains 
a price revision clause and the ceiling 
price is specified in dollars (for example, 
a Form E), the final supplemental agree¬ 
ment incorporating spare parts and 
Eround support equipment will make an 
appropriate change in the ceillng-pricc 
figure specified in the contract. 

SUBFART E—INTERIM SPARE PARTS KITS TO 
MAINTAIN EXPERIMENTAL AND DEVELOP* 
MENTAL EQUIPMENT 

1 1055 503 Definition. “Research and 
development Interim spare parts kits’* 
means those peculiar spare parts, com¬ 
ponents. and testing or handling equip¬ 
ment which in the estimation of the 
contractor would normally be required 
^support during the testing period 


5 1055.504 ReiponjJbfJKie*. 

rfrP 0 . , wU1 Provide for interim si 
5*™ maintain experimental 
equipment for teat 

Valuation. 

No 43—68-85 


fb) The procuring contracting officer 
will provide for a spare parts list in the 
contract as a separate line Item. 

<c> The administrative contracting 
officer will: 

(1) Obtain from the contractor a list 
of recommended spare parts for interim 
spare parts kits. 

<2> Obtain project officer’s approval 
of the contractor’s list through the pro¬ 
curing contracting officer. 

<3> Negotiate with the contractor 
prices of spare parts lists which have 
been approved by the project officer. 

<4> Make contractual adjustment 
when the spare parts list is defilnitized. 

SUBPART F—REVIEW OF DOCUMENTS ESTAB¬ 
LISHING PRICES FOR SUPPORT ITEMS 

5 1055.602 Review board membership 
and / unctions . <a> A review board will 
be established at each air procurement 
district or AF plant representative office, 
as appropriate. 

cb) The review board will consist of 
at least two members having technical 
or cost knowiedge of items which they 
will review. The board will review docu¬ 
ments which establish prices for articles 
procured under open contracts or under 
the terms of a contractual provisioning 
document when the total value (or in 
the case of spare parts change requests 
and supplemental agreements, the gross 
debit dollar value) of such documents 
exceeds $100,600. 

9 1055.603 Procedures and responsi- 
bUities. <m) Documents which establish 
prices will be furnished by the contractor 
to the administrative contracting officer 
according to the applicable contractual 
provisioning document appended to or 
referenced in the contract, or according 
to the applicable open contract. The 
administrative contracting officer will re¬ 
view the documents. If he considers the 
prices fair and reasonable, the adminis¬ 
trative contracting officer will forward 
each document whose total price ex¬ 
ceeds $100,000 to the review board by 
DD Form 96 "Disposition Form " stating 
reasons why prices are considered fair 
and reasonable. 

<b> The review board will review the 
documents, and recommend approval or 
disapproval, giving reasons. In consider¬ 
ing the acceptability of the negotiated 
prices, the board should consider (1) the 
overall reliability of the contractor’s 
pricing system. (2) the degree to which 
individual prices were checked against 
accounting records, (3) the extent to 
which value can be placed on individual 
items by comparison with similar items 
or by use of the judgment of AF per¬ 
sonnel familiar with production methods 
and costs. The board will then attach 
its recommendations to papers submitted 
by the administrative contracting officer 
and forward them to the AF plant 
representative or chief, air procurement 
district, for administrative approval. II 
the review board is unable to reach a 
unanimous decision, all dissenting com¬ 
ments will be forwarded with the major¬ 
ity recommendation. 

<c> After administrative approval or 
disapproval by the AF plant representa¬ 
tive or chief, air procurement district. 


the documents will be returned to the 
administrative contracting officer. If 
disapproved, reasons for disapproval will 
be furnished. 

<d > In cases of disapproval, the admin¬ 
istrative contracting officer will take cor¬ 
rective action and resubmit the docu¬ 
ments to the review board. 

(e> If the documents are approved, the 
administrative contracting officer will 
take action to incorporate these docu¬ 
ments into the proper contract. 


Part 1056— Contracts Entered Into 
Under Authority of Title II, First 
War Powers Act, 1941, as Amended 

1056 002 Authority. 

1056 003 Air Force contract adjustment 
board 

1056 004 Cases within Jurisdiction of organi¬ 
zations at level lower than Air Force 
contract adjustment board. 

1066 005 Prcparat ion of cases. 

1056.006 Power of denial. 

1056.010 Required statements. 

1056.011 Required warranty. 

1056 012 Conflicting instruction* 

1056.014 Regulations approved by the Sec¬ 
retary of Defense. 

1066 014-1 Regulations of February 21. 1951* 
os amended. 

1056 014-2 Regulations of July 17. 1951. 

1056 015 Delegations of authority. 

1056 015*1 Delegations with respect to reg¬ 
ulations of February 21, 1951. 

1056.015-2 Delegations with respect to regu¬ 
lations of July 17,1951. 

AtrrKoarrr: II 1056 002 to 1056 015-2 Is¬ 
sued under sec. 8012. 70A Stat. 486: 10 V. 8. C. 
8012. Interpret or apply secs. 2301-2314. 
70A Stat. 127-133; 10 U. 8. C. 2301-2314 

9 1056.002 Authority. <a> Title II of 
the First War Powers Act. 1941 (50 U. S. 
Code. App. sec. 611 > as amended by Pub¬ 
lic Law 921. 81st Congress, is quoted as 
follows: 

See. 201 The President may authorize any 
department or agency of the Government 
exercising functions In connection with the 
national defense, in accordance with regula¬ 
tions prescribed by the President fur the 
protection of the Interest of the Government, 
to enter Into contracts and into amendments 
or modifications of contracts and into 
amendments or modifications of contracts 
heretofore or hereafter made and to make 
advance, progress, and other payments 
thereon, without regard to the provisions of 
law relating to the making, performance, 
amendment, or modification of contracts 
whenever he deems that such action woutd 
facilitate the national defense: PrOv •fefgjf. 
That nothing herein shall be construed to 
authorize the use of the cost-plus-a-per- 
cenluge-of-cost system of contracting: Pro¬ 
vided. further. That nothlug herein shall be 
construed to authorize any contracts In vio¬ 
lation of existing law relating to limitation 
of profits: Provided further . That all act* un¬ 
der the authority of this section shall be 
made a matter of public record under regu¬ 
lations prescribed by the President and when 
deemed by him not to be Incompatible with 
the public interests: Provided further . That 
all contract# entered into, amended, or modi¬ 
fied pursuant to authority contained in this 
section shall include a clause to the eftort 
that the Comptroller General of the United 
States or any of his duly authorized repre¬ 
sentatives shall have access to snd the right 
to examine any pertinent books, documents, 
papers, and records of the contractor or any 
of his subcontractors engaged In the per- 
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formanee of and involving transaction* re¬ 
lated to auch contracts or subcontracts. 

(b) Excerpt from Public Law 921. 81st 
Congress, os amended, is quoted as 
follows: 

See. 2. Title II of ouch Act. a* amended, 
ahnll remain in force during the national 
emergency proclaimed by the Preaident 
December 1,6. 1050. or until »uch earlier time 
cm the Congress by concurrent resolution or 
the Preaident may designate, but In no event 
beyond June 30. 1057. 

Si c. 3. Nothing in this Act ahnll prejudice 
anything heretofore done under the aald 
Title II of the Plrst War Power* Act. 1041. or 
the continuance in force of any action here¬ 
tofore taken thereunder. 

§ 1056.003 Air Force Contract Adjust¬ 
ment Board . The Air Force Contract 
Adjustment Board has been created by 
the Secretary of the Air Force to review 
and approve or disapprove most requests 
by AF contractors for relief under the 
regulations of February 21, 1951, as 
amended. 

f 1056.004 Cases within jurisdiction 
of organizations at level lower than Air 
Force Contract Adjustment Board. Au¬ 
thority to approve requests for relief has 
been delegated below the level of the Air 
Force Contract Adjustment Board in the 
following cases only (see I 1056.015 for 
level of delegation): 

(a) Correction of mutual mistakes . 
Subject to the following limitations: 

(1) The approval of relief, whether by 
way of release from performance or ad¬ 
justment of the contract price or terms, 
will not. in the opinion of the approving 
authority, result In an actual or poten¬ 
tial Increase In cost to the Government 
in excess of $50,000. provided, however, 
that where the potential Increase In cost 
to the Government cannot be estimated 
with reasonable accuracy, no further ap¬ 
proval will be required if it is determined 
by the approving authority that such 
potential increase in cost will probably 
not exceed $50,000. 

(2) The correction of the mistake 
must not deal with or directly affect any 
matter under the contract which has 
been referred to the General Accounting 
Office. 

<3) The notice of mistake must be 
given by the contractor to the contract¬ 
ing officer before completion of perform¬ 
ance or before the giving of notice of 
termination of the contract, as the case 
may be. 

(4) The authority granted will not be 
exercised after approval of the final 
voucher under the contract. 

<5) Where the contract was entered 
Into by means of formal advertising, the 
change must not result in the payment 
to the contractor of a sum in excess of 
the next lowest responsive bid of a re¬ 
sponsible bidder. Where the contract 
was entered into by means of negotiation, 
the change must not result in payment 
to the contractor of a sum in excess of 
the amount of any other proposal con¬ 
sidered In the negotiations, provided 
that, where the contract was not placed 
on the basis of competition as to price, 
but primarily on the basis of other con¬ 


siderations. this limitation will not be 
applicable. 

(6) The authority granted will not be 
exercised to grant relief In any form to 
a contractor under a contract for the 
sale of Government-owned surplus prop¬ 
erty. When a contractor requests relief 
under such a contract, the request will 
be processed to the Comptroller General 
of the United States for resolution. 

(b> Formalization of commitments. 
Subject to the following limitations: 

(1) The amount to be paid, resulting 
from the formalization of the commit¬ 
ment docs not exceed $50,000. 

(2) No claim relating to the furnish¬ 
ing of materials, services, or facilities has 
been referred to the General Accounting 
Office. 

(3) Where the instructions or request 
to proceed are of the type which, when 
given, could properly have been em¬ 
bodied in a change order, supplemental 
agreement, or other amendment under a 
then existing contract, approval of the 
final voucher must not have occurred 
under the contract as theretofore for¬ 
mally amended in writing. 

<c> Revision of contract delivery 
schedules . Subject to the follow ing limi¬ 
tations. 

(1) The delinquency has caused no 
substantial damage to the Government. 

(2) The delinquency was not occa¬ 
sioned by willful action or gross neg¬ 
ligence of the contractor. 

(3) The revision of the delivery sched¬ 
ule does not deal with or directly affect 
any matter which has been referred to 
the General Accounting Office. 

(4) The delivery schedule will not be 
revised when the effect thereof will be 
to waive accrued liquidated damages. 

i5> The authority will not be exer¬ 
cised with respect to contracts for air¬ 
craft. engines, or propellers. 

I 1056.005 Preparation of cases . Air 
Force Contract Adjustment Board Pro¬ 
cedure No. 1 (reprinted in full In this 
section) will be followed Hem by item 
by contractors when submitting requests 
for relief. Contractors will be furnished 
copies of Air Force Contract Adjustment 
Board Procedure No. 1 by contracting 
officers and will answer each item except 
item lc of Part L 


DmrrMm or mt An Poacx 
Washington 

Office of the Secretary April 23.1951 

asx roacx contract adjustment board 
raoccDuns no. i 

Reference !a made to the memorandum 
from the Acting Under Secretary of the Air 
Force to Chief of Staff. Vice Chief cl Stair, 
and Deputy Chief of Staff. Materiel, dated 
March 7. 1951. subject: “Amendments of 
Contract* without Conaklcratlon. Correction 
of MUtakei In Contract*, and Formalization 
of Informal Commitments under Title II of 
the Flret War Power* Act. a* amended, and 
and Executive Order No. 10210 loiued 
thereunder.” establishing the Air Force Con¬ 
tract Adjustment Board and vetting in the 
Board certain authority and duties under 
the Art and the Executive Order. Such 
memorandum provides: 

The Board shall (1) have all power* neces¬ 
sary and incident to the proper performance 


of ita duties at set forth herein. (U) adopt 
It* own method of procedure and rules and 
regulations for It* conduct. (Ui) prescribe 
the type of information and proof to be t ub- 
mltted to it and to the approving authori¬ 
ties referred to In paragraph 2b hereof in 
connection with requests referred to it or 
to such approving authorities, at the esse 
may be, and <iv) make provision for the 
maintaining of oomplete data as to ail con¬ 
tract* and amendment* to contracts made 
pursuant to the Regulation* and In aid there¬ 
of establish such reporting procedures a* 
It may consider necessary. 

Pursuant to this authority, the proeedv:-* 
herein set forth shall be followed in process¬ 
ing to this Board request* by contract:* 
for (I) amendments without eomaldcrattun. 
(it) correction of mistakes in contracts, srd 
(ill) formalization of informal commitment*. 
Such procedure shall apply equally to re¬ 
quest* by contractors for correction of mis¬ 
takes In contracts and formalization of In¬ 
formal commitments submitted for approval 
to approving authorities other than the 
Board pursuant to paragraph 2b of the mem¬ 
orandum of March 7. 1951. referred to above. 

In forwarding to the Board requests for 
authority to (I) amend contracts without 
consideration, (li) correct mistake* In con¬ 
tract*. and (Ui) formalize informal commit¬ 
ment*, there shall be Included: 

a. Specific finding by the (Deputy Direc¬ 
tor/Procurement or Assistant Deputy Direc¬ 
tor/Procurement, Directorate of Pmcurr- 
ment and Production. Hq AMC| or hUher 
authority at AMC, that taking the action 
requested will facilitate the national defence, 
together with a recommendation for ap¬ 
proval of the request. 

b. Concurrence In such finding and rec¬ 
ommendation by the Deputy Chief of Staff. 
Materiel, or, while he ts so acting, by the 
person acting for the time being is Deputy 
Chief ot Staff, Materiel. 

Part I 

Bequests for Amendments Without 
Consideration 

Amendments without conslderatiot re¬ 
quire approval of the Board. Request* there¬ 
for. which are favorably recommended hull 
be submitted to the Board for decision Re¬ 
quests which are unfavorably considered by 
contracting officers or higher authority con¬ 
cerned may be denied by ruch person*, and 
in such event need not be submitted to tb* 
Board 

1. Each request forwarded to the Board for 
action will be accompanied by a full state¬ 
ment of the circumstances surroundm.: the 
relief requested, including, but not limited 
to, the following information. Affidavits of 
parties concerned should be obtained where 
deemed necessary or advlrable. 

a. Provisions and status of contract 

(1) A copy of the contract, as amei.dcd. 
will be furnished. 

<2) Brief description of contract indicate 
Ing date executed, items being procured, 
price, delivery schedule, and special clautM. 
such as price adjustment, progress payment 
and advance payment clauses. 

(3) Extent of completion of perfomiar.re 
and amounts paid (including advam** P*T* 
ments and progress payments). Indicating 
whether final payment ho* been made on 
contract as theretofore amended. 

(4» A statement showing whether a ciain) 
or dispute with respect to the subject matt** 
of the request has been referred to the Gen¬ 
eral Accounting Office or other Government 
agency, and the status thereof. 

b. Factors creating need for relief . 

(1) Nature of items being procured (stsnd- 
aid. new or experimental). 

(2) Previous experience of contractor with 
similar production. 
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(3) Changes In conditions or Government 
arMcm affecting contractor's costs. 

(4i Cost experience of the contractor 
under the contract, and relation to original 

wu mates. 

(ft) Reserves or allowances Included In 
original price for the particular contingency 
out of which the request for relief arises. 
Nature and amount of reserves or allowances 
for other contingencies Included In original 
price and an analysts of the extent. If any, 
to which such other reserves or allowances 
have been exhausted or utilized. 

(6) An explanation should be given as to 
why the matter cannot be. or has not been, 
handled under the terms of the contract 
Itself. 

c. Importance of contract or contractor to 
national dcfrn.it . 

(1) Size of contract and need for item. 

(2) Available sources of supply other than 

the contractor. 

<3 > Quality of performance by contractor 
(rate of production, delays, rejections). 

(4) Probable future orders to contractor 
for such item, or for other natlonal^defense 

work. 

d. Extent of relief needed, 

(1) Analysis of financial position of con¬ 
tractor. with certified balance sheet* and 
certified profit and loss statements, together 
with such supporting schedules, to the ex¬ 
tent practicable, as are necessary to a full 
understanding of the financial condition of 
the contractor Immediately prior to the ex¬ 
ecution of the subject contract, throughout 
the contract period, and as near the date the 
request lx forwarded to the Board as may be 
practicable. 

(2) Estimates of future costs under the 
contract accompanied by an analysts of all 
variances from costs as originally estimated 
by the contractor, together with an explana¬ 
tion of the cause or causes for any such 
variances. 

<J) Other defense contract# and brief 
summary of other Government and non- 
Oovernment business of contractor. Indicat¬ 
ing to the estent possible the estimated 
profits anticipated under such contracts. 

(4 1 Statement of responsible officer of con¬ 
tractor setting forth the exact relief needed. 

(5! Effect of granting relief on profits be¬ 
fore Federal Income taxes. 

Comparison with prices of other con¬ 
tractors within the same Industry. 

17) Effect of refusing relief. 

(8) There should be Indicated whether the 
«wta Involved. If any, which would be reim¬ 
bursed to the contractor, were considered as 
P*rt of the contractor's gross costs in statu¬ 
tory renegotiation proceedings, the amount 
of refund of excessive proflu. and to what 
wxtent tr any. the probability of obtaining 
the roller now proposed was considered. 

19) The exact relief recommended. 

r There shall bo furnished the name, ad- 
JJJ* telephone number of the Individ¬ 
ual* within the Air Force and In the employ 

nr ? mtrmcU *’ having detailed knowledge 

oi the facts. 

Part II 

Rcqueati for Correction of Mistakes 
in Contracts 

fJa5? Ch m * ue * t forwarded to the Board 
** aooom P <m ^ b T » full state¬ 
ly; ?L th * clrc umstanoes surrounding the 
including, but not limited 
• olto * r lng Information. Affidavit* of 

S^m^ C T^!!L ned thould obtained where 
aecmrd necessary or adviaable. 

l^^lf*'™*** net f^th In paragraph 

<a, « (7) - (8 »- <®>r«nd 

u. ; 3 ot Pan * hereof, and any other 

SSfiSKS! ‘ orU ? ln »*rt I hereof to tha 

h -_* cvant h> the particular ca»e. 
ik.l btror or mistake was made or 

* a £n l«understanding or ambiguity exists. 


of what It conalsU and how It occurred, and 
the true Intention of the part os parties. 

c. Whether nottes of the mistake was 
given by the contractor to the contracting 
officer before completion of performance by 
the contractor or before notice of termination 
of the contract, and whether such notice was 
communicated formally or Informally. 

d. The amount or actual or potential In¬ 
crease In cost to the Government resulting 
from the adjustment Involved In the correc¬ 
tion of the mistake. Indicating whether such 
adjustment will be $50,000 or more. 

e. Where the contract was entered Into by 
means of formal advertising, that such cor¬ 
rection will not result in payment to the 
contractor of a sum ln excess of the next 
lowest responsive bid of a responsible bidder. 

t. Where the contract was entered Into by 
negotiation, that either ouch correction will 
not result In payment to the contractor of 
a sum ln excess of the amount of any other 
proposal considered In the negotiations, or 
that the contract was not placed on the basis 
of competition ln which case there shall be 
Included a brier summary of such other 
considerations. 

Part m 

Requests for Formatisation of Infortnal 
Commitments 

1. Each request forwarded to the Board for 
action will be accompanied by a full state¬ 
ment of the circumstances surrounding the 
relief requested, including, but not limited 
to. the following Information Affidavits of 
parties concerned should be obtained where 
deemed necessary or advisable. 

a. The original or photostatic copies of any 
written Instructions and a full statement of 
any oral Instructions, relied upon by the 
claimant. 

b. Identification of any officer or agent 
upon whose authority to bind the Govern¬ 
ment the claimant relied, together with a 
statement by the claimant that he. in fact, 
relied upon such authority. 

c. A statement of when and to whom such 
materials, services, or facilities were fur¬ 
nished or were arranged to be furnished, and 
of the arrangements made for furnishing 
them, showing whether or not at the time 
of furnishing or arranging to furnish such 
materials, services or facilities the claimant 
Intended to be directly compensated for the 
same by the Government. 

d A finding that the amount claimed con¬ 
stitutes lair compensation for the materials, 
services or facilities furnished or arranged to 
be furnished such finding shall be supported 
by <t) substantiating evidence. (ti) state¬ 
ment of profit allowance. If any, and (111) 
an explanation of the scope of the Investiga¬ 
tion of the costs Incurred. 

e. A statement of the reasons why the 
proposed action was not timely embodied ln 
an appropriate supplemental agreement, 
change order or contract. 

f. A brief description of the contract, if 
any. to which the request is related. Includ¬ 
ing a copy of such contract, os amended. 

g A statement showing whether a claim 
or dispute with respect to the subject mat¬ 
ter of the request has been, or is being, 
submitted to the General Accounting Office 
and. if so. of the status thereof. 

h. Where the instructions or request to 
proceed are of the type which, when given, 
could properly have been embodied in a 
change order, supplemental agreement, or 
other amendment under a then existing 
contract, a statement will be submitted In¬ 
dicating whether final payment or the ap¬ 
proval of the final voucher under the contract 
as theretofore formally amended in writing 
has occurred. 

L There should be Indicated whether the 
costs involved, if any. which would be reim¬ 
bursed to the contractor, were considered as 


part of the contractor's gross costs In statu¬ 
tory renegotiation proceedings, the amount 
of refund of excessive profits, and to what 
extent, if any. the probability of obtaining 
the relief now proposed was considered. 

2. There shall be furnished the name, ad¬ 
dress. and telephone number of the individ¬ 
uals within the Air Force and in the employ 
of the contractor having detailed knowledge 
of thC facts. 

Part IV 
Reporting 

The Board aha 11 be furnished promptly 
with a written report of each request ap¬ 
proved pursuant to the authority delegated 
in paragraph 2b of tho memorandum of 
March 7. 1061, which involves lu excess of 
$1,000. Such report will contain tho follow¬ 
ing: 

1. A copy of the contract or amendment 
which accomplishes the correction of the 
mistake or the formalization of the informal 
commitment. 

2. A summary of the facts and evidence 
upon which such action Is based. 

[SI J. 8 iMiar, 

Chairman. 

Air Force Contract Adjustment Board . 

8 1056.008 Power of denial All re¬ 
quests by contractors for amendment 
without consideration, correction of mis¬ 
takes in contracts, or formalization of 
commitments and all applications for re¬ 
vision of delivery schedules may be de¬ 
nied by the authority referred to in 
5 1056.015 and in such event need not 
be submitted to the Air Force Contract 
Adjustment Board. 

8 1056.010 Required statements . All 
contracts and amendments made under 
authority of Public Law 921. 81st Con¬ 
gress: Executive Order 10210 (16 FR 
1049), and the Regulations thereunder 
will- 

fa) Make reference to the act and the 
Executive order. 

ib> Contain a statement of the facts 
and circumstances which Justify action. 

<c) Include a finding that the national 
defense is facilitated thereby. 

<d> Include the Examination of Rec¬ 
ords clause set forth in Part III. para¬ 
graph Id. of the Regulations of February 
21. 1951, as amended (see 5 1056 014-1 >, 
notwithstanding the fact that the con¬ 
tract to be amended contains no Exam¬ 
ination of Records clause or contains a 
different one than that set forth in the 
above-cited paragraph. 

8 1056.011 Required ivarranty. Every 
contract entered into, amended, or modi¬ 
fied pursuant to this section will contain 
the Covenant Against Contingent Fees 
Clause act forth in 8 7.103-20 of this title. 

8 1056.012 Conflicting instructions. 
To the extent that provisions of this sec¬ 
tion are in conflict with provisions of 
other directives, the provisions of this 
section apply. 

8 1056.014 Regulations approvedy by 
the Secretary of Defense. 

8 1056.014-1 Regulations of February 
21 t 1951 . as amended. The regulations 
quoted in this section apply to amend¬ 
ment of contracts without consideration, 
correction ot mistakes in contracts, and 
formalization of informal commitments. 
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RULES AND REGULATIONS 


JUom.vrfON& Govoxihg the Exxacisr or Cer¬ 
tain Authosity Granted by Tnut II or 

THE Fust Was Powns Act. a b Amekdtd, 

a hd Executive Oion No. 10310. Issued 

Thejixundea 

Parti 

General Considerations 

1. By Title II of the First War Powers Act. 
1041. 60 U. 8. Code App Sec. 611. as amended 
by Public Law 031. 81st Congress (herein 
referred to as the "act"), and Executive 
Order No. 10210. dated February 2. 1051. set 
forth respectively In lnclosures (1) and (2) 
hereto, the Secretaries of Defense. Army. 
Navy, and Air Force have authority, under 
such regulation* ae may be prescribed or 
approved by the Secretary of Defense, to en¬ 
ter into contracts and into amendments or 
modifications of contracts, heretofore or 
hereafter made, and to male advance, 
progress, and other payments thereon, with¬ 
out regard to the provisions of Uw relating 
to the making, performance, amendment, or 
modification of contracts. 

2. These regulations set forth the stand¬ 
ards governing the exercise of certain of the 
authority made available by said act and 
Executive order These regulations do not 
purport to cover all the authority conferred 
by the act and Executive order, hut are con¬ 
fined to (a) amendments of contracts with¬ 
out consideration, (b) correction of mistakes 
in contracts, and <c) formalization of in¬ 
formal commitments. The cxcrcUe of other 
authority conferred by the act and Execu¬ 
tive order will awslt the Issuance of supple¬ 
mental regulations. 

3. The authority granted by the act and 
the Executive order os described herein Is an 
extraordinary one and its exercise must be 
carefully administered. Carelessness and 
laxity on the part of contractors should not 
be encouraged by the practice of granting 
relief to such contractors even though denial 
of relief in a particular cafe may result In 
some lack of cooperation on the port of a 
contractor. 

Part H 

Standards Governing Exercise of Authority 

1. Any action taken under this Part n 
must be based on a finding that the national 
defense will be facilitated thereby. 

2 The determination of whether In a par¬ 
ticular case a contract amendment to be 
entered into without consideration, or the 
correction of a mistake or ambiguity In a 
contract, or the formalization of an informal 
commitment will facilitate the national de¬ 
fense is a matter of sound Judgment to be 
made on the basis of all the facts of such 
case. Although It Is obviously impossible to 
predict or enumerate all the types of cases 
with respect to which relief may appropri¬ 
ately be granted, examples of certain cases or 
types of cases where relief may be proper arc 
set forth below. Such enumeration Is not 
Intended to exclude other cases where the 
circumstances are such as to warrant the 
granting of relief, and even In the enu¬ 
merated cases other factors may result in a 
denial of relief. 

a. Hmendmeufj uritheut consideration. 

(1) Where an actual or threatened loss on 
a defense contract, however caused, will Im¬ 
pair the productive ability of a Contractor 
whose continued operation as a source of 
supply is found to be essential to the na¬ 
tional defense, the contract will generally 
be equitably adjusted to the extent necessary 
to avoid such Impairment of the Contractor's 
productive ability. 

<2) Where a contractor suffers a loss (not 
merely diminution of anticipated profits) on 
a defense contract as a recult of Government 
action, tlie character of the Government ac¬ 
tion will generally determine whether any 


adjustment In the contract will be made and 
its extent. 

(A) Where the Government action Is di¬ 
rected primarily st the Contractor and is 
taken by the Government In Ita capacity os 
the other contracting party, the contract may 
be equitably adjusted If fairness so requrlea. 
Thus, where such Government action, al¬ 
though not creating any liability on IU part, 
increases the cost of performance, consid¬ 
eration* of fairness may make appropriate 
some equitable adjustment In the contract. 

(b) When the action Is not taken by the 
Government in Its capacity as the other con¬ 
tracting party, but in its sovereign capacity, 
relief will generally not be granted. How¬ 
ever. exceptional cases, depending on the na¬ 
ture of the action, the circumstances, and 
the effect on the Contractor, may require an 
equitable adjustment In the contract when 
necessary to Insure maximum cooperation 
and production In the national defense 
effort. 

b. Correct ion of mistakes . 

(1) Effecting amendments of contracts 
with the least possible delay to correct mu¬ 
tual mistakes and ambiguities will facilitate 
the national defense by expediting the pro¬ 
curement program and by giving contractors 
proper assurance that such mistakes and 
ambiguities, unavoidable in an expanded de¬ 
fense program, will be corrected expedi¬ 
tiously and fairly. As used herein the term 
"mutual mistakes" shall Include: 

(a) A mistake which consists of the fail¬ 
ure to express In a written contract the 
agreement as both parties understood It; 

(b) A mistake on the part of the Contrac¬ 
tor which is so obvious that it was or should 
have been apparent to the Contracting Offi¬ 
cer, and 

(c) A mutual mistake os to a material 
fact. 

c. Formalization of commitments. 

(1) Where any person has arranged to fur¬ 
nish or has furnished, on or after June 25. 
1950. to a contracting agency of the Depart¬ 
ment of Defense or to s defense contractor 
any materials, services, or facilities relating 
to the nations I defense, without a formal 
contract, relying In good faith upon the ap¬ 
parent authority of an officer or agent of xuch 
contracting agency, written or oral instruc¬ 
tions. or any other request to proceed from 
a contracting agency, such contracting agency 
rosy enter into an appropriate contract pro¬ 
viding fair compensation therefor. Formali¬ 
zation of such commitments under such 
circumstances will facilitate the national de¬ 
fense by assuring contractors, who have 
token action to expedite performance or de¬ 
livery without a formal contract, that they 
will be treated fairly and paid expeditiously. 

Fart in 

Contractual Provisions and Accord 
Acquirements 

1. All contracts and amendments to con¬ 
tracts made under the authority of the 
foregoing regulations shall: 

a. Make reference to the act and the Ex¬ 
ecutive order: 

b. Contain s statement of the facta and 
circumstances which Justify action: 

c. Include a finding that the national de¬ 
fense is facilitated thereby: and 

d. Include the following clause: 

examination or ucoios 

(a) The Contractor agree* that the Comp¬ 
troller General of the United States or any 
of his duly authorized representatives shall, 
until the expiration of 3 years after final 
payment under this contract, have access 
to and the right to examine any directly 
pertinent book*, documents, papers, and 
records of the Contractor involving transac¬ 
tions related to this contract. 


(b) The Contractor further agrees to lr.- 
elude In all his subcontracts hereunder which 
may hereafter be made, a provision to the 
effect that the subcontractor agrees that the 
Comptroller General of the United State- or 
any of his duly authorized representative 
shall, until the expiration or 3 years after 
final payment under the subcontract, have 
access to and the right to examine any di¬ 
rectly pertinent books, documents, paper*, 
and records of such subcontractor Involving 
transactions related to the subcontract 
The term "subcontract" os used in thii 
clause excludes (1) purchase orders not ex¬ 
ceeding ♦ l.ooo. and (II) subcontracts or 
purchase orders for public utility service* 
at rates established for uniform applicuhur.y 
to the general public. (As amended 12 Janu¬ 
ary 1964 | 

2. Complete data shall be maintained by 
each Department os to all contractu and 
amendments to contracts made pursuant to 
the act* Executive order, and these regula¬ 
tions. 

Fart IV 

Exercise of Autfiortty 

1. (a) The authority to approve any con¬ 
tractual amendment without considerstk>ti 
which increases the stated contract price or 
unit price may not be delegated below the 
level of a contract adjustment board ratab- 
lished in each department, except In extraor¬ 
dinary cases or classes of cases as to which 
the Under or Assistant Secretary for Procure¬ 
ment of the deportment Involved finds thst 
there are special circumstances clearly jui- 
tlfytng delegation to a lower level. Any such 
delegation, including the finding relation 
thereto, shall be reported promptly to tlie 
Secretary of Defense. 

(b) The authority to approve all other 
types of contractual amendments without 
consideration may be delegated In whole or 
In part to such lower levels os the Under or 
Assistant Secretary for procurement thsli 
deem appropriate without the necemny for 
the finding required of him in the case of 
the contractual amendments referred to la 
paragraph 1 (a) of this Part. 

(c) Any delegation of authority wUh re¬ 
spect to contractual amendments wTthoirt 
consideration may Include the power of final 
determination, as amended on 12 January 
1964. 

2. The authority to Approve request* for 
correction or mu takes and ambiguities in 
contracts and for formalization of Inforrvai 
commitments, as referred to In Port II of 
these regulations, will not be delegn'.rd be¬ 
low the level of the head of a pcocurlr ac¬ 
tivity. os defined in paragraph 1-201 4 of 
the Armed Services Procurement Regula¬ 
tions. without specific approval of the Under 
or AssUtant Secretary for procurcmmu 

3. The exercise of authority under the*# 
regulations will be In accordance with de¬ 
tailed Instructions or directive*, which *b*N 
be uniform to the extent practicable, usued 
by each department concerned. 

Part V— Reports 

The Secretary of each Department bH*U 
submit quarterly a report of actlvitte* under 
these regulations in the form to be pre¬ 
scribed by the Chairman of the Munition* 
Board. 

(S) John T. Kosnir*. 

Assistant Secretary of the N<*vy- 

|8| Ajlchtbxld S. AUeeanms. 

Under Secretary of the Army. 

(SI Eugene M. Zuolfst. 

Assistant Secretary of the Air Force. 

Approved: 

(SJ Robot A. Lovett. 

February Z1 ,J95J- 

5 1056.014-2 Regulations of JulV ! 7 - 
1951 • The regulation* quoted in uus 
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Saturday, Starch 1, 195S 

section apply to revision of contract de¬ 
livery schedules. 

juculations oovtEKiNO Tin Authority to 

CcwrmACT Vrtwak Tim TI or mx Puutt 

Was Powns Act. as Amended, and Execu- 

m% Osdess No. 10210. laaruiD Thkeeundeji 

1 . By Title II of the First War Powers Act. 
mi. 50 V. S. Code. App. Sec. 611. os amended 
try Public Law 021. 81st Congress (hereinafter 
referred to as the “act’'), and Executive Or¬ 
der No. 10210. dated February 2. 1951. the 
Secretaries of Defense. Army. Navy, and Air 
force have authority, under such regulation* 
M may be prescribed or approved by the Sec¬ 
retary of Defense, to enter Into contracts and 
into amendments or modifications of con¬ 
tracts heretofore or hereafter made, and to 
make advance, progress, and other payments 
thereon, without regard to the provisions ot 
taw relating to the making, performance, 
amendment, or modification of contracts. 

3 Regulations, approved by the Deputy 
Secretary of Defense on Pebruary 21, 1951. 
dealt with the authority to amend contracts 
without consideration, correct mistakes In 
contracts, and formalise informal commit¬ 
ments pursuant to Title II of said act and 
•aid Executive order Issued thereunder. Reg¬ 
ulations promulgated by the Deputy Secre¬ 
tary of Defense on April 6. 1951. dealt with 
the authority to make advance payments 
pursuant to the above authority. 

3. These regulations deal with the remain¬ 
ing authority under said act and Executive 
order, not covered by regulations heretofore 
promulgated. Ur enter into amendments or 
modifications of contracts, heretofore or 
hereafter made, without regard to the provi¬ 
sion* of law relating to the making, per¬ 
formance, amendment, or modification ot 
contracts. 

4. It shall be the general policy of each 
department to eontinue to effect its procure¬ 
ment pursuant to the authority of the 
Armed Sendees Procurement Act of 1947. 41 
U. 8 Code 151-161. rather than pursuant to 
the authority of Title n of the First War 
rower* Act, Use of the authority granted by 
the act and the Executive order to enter Into 
contracts and Into amendments or modifica¬ 
tions of contracts, heretofore or hereafter 
nude, without regard to the provisions of 
bw relating to the making, performance, 
amendment, or modification of contracts will 
be limited to specific situations (1) where the 
authority of the Armed Services Procurement 
Act of 1947 or other authority Is considered 
to be Inadequate, or (II) where, under all 
the circumstances, ure of such authority of 
the act and Executive order Is considered 
bocesanry and appropriate. 

5 All contracts entered Into under the au- 
worlty of these regulations shall (l) contain 
the following recitation: 

*ThU contract is entered into under the 
authority of Title n of the First War Powers 
Act. 1941, aa amended, and Executive Order 
10210 .- 

(li) contain the clause set forth In para- 
or Pm Ul the Regulations np- 
proved by the Deputy Secretary of Defense 
«i February 21 . 1951. as amended. 

« Ail amendments or modifications of 
mad * Ul,dcr the authority of these 
fJttdaUona shall contain the requirements 
in paragraph 1 of Part III of the Regu- 
approved by the Deputy Secretary of 
on February 21. 1951. as amended. 
daU •k* 11 ** maintained by 
*i*r,,? ep * nmcnt M to ^ contracta and 
mente or modifications of contracts 
pumunt to the* regulation*. 

»? * uth ° f ‘t? to approve entering Into 
of ~^ U * nd or modification, 

th, M *•* Iorth above pursuant to 

*« »n<l the Executive order, will not b. 


delegated below the level of the head of a 
procuring activity, as defined in paragraph 
1-201.4 of the Armed Services Procurement 
Regulation, without the specific approval of 
the Under or Assistant Secretary for procure¬ 
ment. 

9. The exercise of authority under these 
regulations shall be In accordance with de¬ 
tailed instructions or directives, which shall 
be uniform to the extent practicable. Issued 
by each Department concerned. 

(S) John T. Koemx.cs. 

Assistant Secretary of the Navy. 
f 81 AaCHIBALD 8 Alexandcs. 

Under Secretary of the Army . 
f S J Roswell I. Oilpatwc. 

Assistant Secretary of the Air Force . 

June 12. 1951. 

Approved: Robert A. Lovett, 

Deputy Secretory of Defence. 

July 17, 1951 . 

I 1056.015 Delegations 0 / authority. 

$ 1056.015-1 Delegations with respect 
to amendment of contracts without eon- 
sideration, correction of mistakes in 
contracts , and formalization of informal 
commitments under Title !1 of the First 
War Pou>ers Act . (a) The Deputy Chief 
of Stall, Materiel, USAF. has delegated 
to the Commander. AMC, the authority 
to approve and deny requests for: cor¬ 
rection of mistakes in contracts and 
formalization of informal commitments, 
and the authority to deny requests for 
amendments without consideration sub¬ 
ject to the pertinent regulations and 
conditions set forth in this part. The 
foregoing authority has been rcdclegated 
to the Director of Procurement and Pro¬ 
duction. Hq AMC. with power of redcle- 
cation. and to the Deputy Director of 
Procurement and Production and the 
Deputy Director/Procurement, Hq AMC, 
without power of redelegation. The Di¬ 
rector of Procurement and Production. 
Hq AMC. has further redelegated this 
authority to: 

(1) Commanders and vice command¬ 
ers of major oversea commands, without 
power of redclegation. 

(2) Commander and Deputy Com¬ 
mander, Air Materiel Force, European 
Area • AMFEA), with power of redclega¬ 
tion to the Director and Deputy Direc¬ 
tor. Procurement and Production, 
AMFEA. A copy of each redelegation 
made hereunder will be sent to the Com¬ 
mander. AMC, attn: MCPAP. 

(3) Commander and Deputy Com¬ 
mander. Air Materiel Force, Pacific 
Area < AMFPA >. with power of redclega¬ 
tion to the Director and Deputy Director, 
Procurement and Production. AMFPA. 
A copy of each redelegation made here¬ 
under will be sent to the Commander, 
AMC. attn: MCPAP. 

(b) Any previous delegations of the au¬ 
thority described in this section were 
thereby superseded. Action taken un¬ 
der previous delegations were not af¬ 
fected. and all delegations of authority 
made thereunder were continued in full 
force and effect until amended or 
rescinded. 

1 1056.015-2 Delegations witfi respect 
to revision of contract delivery schedules. 
(a) The Deputy Chief of Stall. Materiel. 


USAF, has delegated to the Commander, 
AMC, the authority to approve, notwith¬ 
standing the absence of legal considera¬ 
tion. the amendment or modification of 
delivery schedules in AF contracts. The 
Commander. AMC has further rcdcle¬ 
gated this authority without power of re¬ 
delegation to: 

<1> Director of Procurement and Pro¬ 
duction. Hq AMC. 

<2) Deputy Director/Procurement. Di¬ 
rectorate of Procurement and Produc¬ 
tion. Hq AMC. 

<b> The exercise of this authority is 
subject to: the Regulations of July 17, 
1951, the limitations in M056.004 (c), 
and the requirements and conditions 
set forth in this section. 

< l > The authority is not intended as a 
means of providing monetary relief to 
contractors, and in exercising such au¬ 
thority due consideration will be given 
to the effect of revision of the delivery 
schedule on the ultimate cost to the 
Government under the contract to be 
amended. Wherever the approving au¬ 
thority deems such action appropriate, 
the amendment which extends the con¬ 
tract delivery schedule should include a 
provision to protect the Government 
against increase in cost resulting from 
such extension. 

(2) Where it Is determined that It 
will facilitate the national defense to 
revise a contract delivery schedule, but 
the authority described above, or oilier 
authority, does not authorize such ac¬ 
tion, the matter may be submitted to the 
Deputy Chief of Staff. Materiel. USAF. 
for approval, with a full statement of the 
circumstances which justify extension of 
the contract delivery schedule. 

<3> The authority is not to be con¬ 
strued as relaxing the requirement that 
contractors are expected to comply with 
the performance requirements of their 
contracts and. in appropriate cases, It 
may be necessary and desirable to cancel 
contracts tor default. 


Part 1057—Reports 

Swbport A—Procurement Action Report* 

Sec. 

1067 102 Definitions. 

1067 103 Authority. 

Swbport C—Syttoan of Aliening end Reporting 
Aircraft Serial Number* 

1057.302 Requirements. 

Swbport G—Report of Profit an Air Force 
Contract* Under Vinton-Trommell Ad 

1057.701 Scope of subpart. 

1057.702 Responsibility. 

1057.703 Requirement. 

1057.705 Use of report. 

Swbport T—Overtime Report 

1057.2002 Objective of overtime report. 

1057.2003 Definitions. 

Atrmoamr: If 1057.102 to 1067.2003 issued 
under arc. 8012. 70A Stat. 488; 10 U. 3 C 8012. 
Interpret or apply secs. 2301-2314, 70A 3tat. 
127-133; 10 U. S. C. 2301-2314. 

SUifART A—PROCUREMENT ACTION REPORTS 

f 1057.102 Definitions, (a) •'Procure¬ 
ment action*’ is the term used in this 
report to refer to any net contractual 
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Action to obtain supplies, services, or 
construction, which obligates or dc- 
obligates funds. 

U) The term Includes: preliminary 
contractual instruments such as letter 
contracts: definitive contracts, both new 
and superseding; purchase orders; Job 
orders; task orders; delivery orders; 
provisioning order obligating documents 
< FOOD'S); and any other orders against 
existing contracts, including debit and 
credit actions that modify a contract, 
such as amendments, change orders, sup¬ 
plemental agreements, cancellations and 
terminations. 

(2) The term excludes: Requisitions 
and other means of transferring supplies 
or services within, or between, the mili¬ 
tary departments or the procurement 
agencies of the Department of Defense: 
and contracts which do not obligate a 
firm total dollar amount or do not name 
a fixed quantity, such as open-end, in¬ 
definite quantity, or running term con¬ 
tracts (orders placed against contracts 
of the latter type are to be reported as 
procurement actions ). 

<b> • Qualified product'* is an item on 
a Qualified Products List' or tested and 
approved for inclusion in a qualified 
products list as authorized by Subpart E. 
Part 2, of this title. 

<c) -In tra -Governmental procure¬ 
ment actions’* include interdepartmen¬ 
tal actions and intersendee actions, as 
defined in this section: 

<1) ** In terser vice actions" include pur¬ 
chase orders or other procurement In¬ 
struments placed by one Department of 
Defense activity against term contracts, 
open-end contracts, indefinite quantity 
contracts, or agreements executed by an¬ 
other Department of Defense activity. 
Examples ore: <i> Orders placed by one 
military department against contracts 
entered into by another military depart¬ 
ment, (il) orders placed by activities of 
one military department against con¬ 
tracts entered into by activities of the 
same military department, and tiii> or¬ 
ders placed by a military department or 
activity against contracts entered into 
by Joint procuring agencies. 

Not*: This Is to be interpreted as mean¬ 
ing orders placed between major commands. 

ExttmoN: Orders placed against petro¬ 
leum contracts entered into by Armed Serv¬ 
ices Petroleum Purchasing Agency (ASPPA) 
Will not be reported. 

(2) "Interdepartmental actions" in¬ 
clude procurement from or through 
departments, agencies, institutions, or 
corporations of U. 8. Federal, State, or 
local governments, other than the De¬ 
partment of Defense, except State or 
local educational Institutions and non¬ 
commercial or nonprofit organizations 
that are not governmental agencies. Ex¬ 
amples are: <i) Orders placed by a mili¬ 
tary department or activity against con¬ 
tracts entered into by any U. 8. Federal 
department, agency, institution, or cor¬ 
poration outside the Department of De¬ 
fense. <ii) contracts placed by a mili¬ 
tary department or activity with any 
U. 6. Federal Oovemment agency. In¬ 
stitution, or corporation outside the 
Department of Defense. 

Exception: 8tatc-controlled educational 
Institutions will not be reported as Inter¬ 


departmental. and will be reported as Urge 
nonprofit institutions. 

(d) "Advertised procurement actions" 
are new or modifying actions relating to 
procurement resulting from acceptance 
of a bid made by a supplier in response to 
forma] advertising for bids. 

KxocmoN: Small business restricted ad¬ 
vertising as provided in paragraph (f) of this 
section. 

<e) "Negotiated procurement actions" 
are new or modifying actions relating to 
procurement resulting from negotiation 
procedures, as authorized by section 2 of 
Public Law 413 <80th Congress) *62 Stat. 
21; 41 U. S. C. 151) and by Part 3, 
Chapter I. of this title. 

<f> "Small business restricted adver¬ 
tising" is a form of negotiated procure¬ 
ment conducted In the same way as pre¬ 
scribed for formal advertising under 
Part 2. Chapter I. of this title, except 
that bids and awards will be restricted to 
small business concerns and the contract 
will be awarded pursuant to the authority 
of section 214 of the Small Business Act 
of 1953, as amended (67 Stat. 238; 15 
U. S. C. 643). 

(g) "Actions negotiated under PL 413 
exception" are those authorized by sec¬ 
tion 2 of Public Law 413 >80th Congress) 
<62 Stat. 21; 41 U. S. C. 151), as ex¬ 
plained in detail in Subpart B. Part 3, 
Chapter I. of this title, and include Small 
Business Restricted Advertising as pro¬ 
vided in paragraph (f) of this section. 

<h) "Labor surplus areas" are those 
classified as such by the Department of 
Labor and set forth in a list entitled 
"Areas of Substantial Labor Surplus" 
Issued by that Department in conjunc¬ 
tion with its publication, "Bi-Monthly 
Summary of Labor Market Developments 
in Major Areas," and areas which are not 
classified by the Department of Labor 
but which are individually certified as 
areas of substantial labor surplus by a 
Local State Employment Office at the 
request of any firm located in the areas, 
which Is bidding for a procurement in¬ 
volving set-asides. "Labor Surplus In¬ 
dustries" arc those industries which have 
been certified for preferential treatment 
by the Office of Defense Mobilization 
according to Defense Manpower Policy 
No. 4. 

(!) “Major disaster area" is an area 
so designated by the President or Federal 
Civil Defense Administrator under the 
provisions of Public Law 875 (81st Con¬ 
gress) as amended. 

<J) "Labor surplus set-aside" desig¬ 
nates a method of procurement whereby 
a portion of the requirement, as deter¬ 
mined by the procurement activity, is 
withheld from general solicitation 
(either formally advertised or nego¬ 
tiated), and is reserved for negotiation 
exclusively with firms in labor surplus 
areas, and is to be performed substan¬ 
tially within such labor areas (1 1.302-4 
(a) (ii) of this title). 

(k> "Small business concern" Ls a con¬ 
cern which conforms to the definition of 
l 1.302-3 of this title, or has been cer¬ 
tified to be a small business concern by 
the Small Business Administration. 

(1) "Nonprofit institution" means any 
corporation, foundation, trust, or insti¬ 
tution not organized for profit, no part of 


the net earnings of which inures to the 
profit of any private shareholder or in¬ 
dividual. Included are educational and 
scientific institutions of a nonprofit na¬ 
ture. 

cm) "Small business set-asldes M desig¬ 
nates a method of procurement whereby 
either the total amount or a portion of 
a requirement is withheld from general 
solicitation (either formally advertised 
or negotiated). and is reserved for nego¬ 
tiation exclusively with small business 
firms. The set-aside may be agreed to 
Jointly by the Small Business Adminis¬ 
tration representative and the Depart¬ 
ment of Defense procuring officer, or may 
be determined unilaterally by the De¬ 
partment of Defense representative 

<n) "Type of contract" in terminology 
and in definition is the same as that in 
Subpart D, Part 3. Chapter I, of this title. 

(o> "Planned producer" Is a company 
or firm listed in the Register of Planned 
Mobilization Producers (formerly the 
Alphabetical Register of Planned War¬ 
time Materiel Suppliers), which Is pub¬ 
lished periodically by the Assistant Sec¬ 
retary of Defense *8upply and Logistics). 
The mere fact that a firm is listed in this 
publication puts it In the "Planned Pro¬ 
ducer" category. 

cp) "Planned item" is an item meet¬ 
ing the criteria! of DOD Directive 4005 5. 
January 26, 1954 as amended December 
16, 1954, and listed in the current pub¬ 
lication of the DOD Preferential Plan¬ 
ning List of End Items published by Of¬ 
fice of Secretary of Defense ‘Supply and 
Logistics) and/or the Air FPrce Depart¬ 
mental List of Items published by Hq 
AMC. 

(q) "United States. Territories, and 
Possessions" includes Alaska. Hawaii. 
Puerto Rico, the Virgin Islands of the 
U. S.. the Canal Zone, American Samoa, 
Guam, the Trust Territories which in¬ 
clude the Mariana (less Guam*. Caro¬ 
line. and Marshall Islands, and other 
possessions including Baker. Howland. 
Jarvis, Canton. Enderbury, Johnson. 
Midway, and Wake Islands. 

i 1057.103 Authority. Procurement 
action reports are required by Conjtrew 
as stipulated in section 2 of the Armed 
Services Procurement Act of 1947. Pubw 
Law 413 <80th Congress) 62 Stat. 21; 

U. S. C. 151); by letter, February 19. 
1948, from the President of the United 
States to the Secretary of Defense; and 
by the Office of Assistant Secretary or 
Defense (Supply and Logistics). 

SUBPART C—SYSTEMS OF ASSIGNING 
REPORTING AIRCRAFT SERIAL NUMBERS 

5 1057.302 Requirements. All sir* 
craft and guided missiles, including pro* 
ductlon and experimental model.'*, pro¬ 
cured from any source and assign w 
USAF model designations will be*, 
signed AF serial numbers. This will^in¬ 
clude aircraft procured under the 
Defense Assistance Program, the 
bursable Aid Program. Army and * 
programs, and any other aircraft nolo** 
eluded in the above for which the A 
Force has support responsibilities ^ rl * 
numbers will be assigned to flyablc sis 
test articles for convenience only * n 
will be canceled upon arrival of the** 
tides for static tests. For the pun*** 
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of this subpart, guided missiles will be 
limited to those contained In the current 
WM USAP Guided Missile Production 

Schedule. 

5USFAKT G—REPORT Of PROFIT ON AIK FORCE 

CONTRACTS UNDER VINSON-TR AMMELL ACT 

f 1057.701 Scope of subpart. This 
subpart established the procedure for 
processing and disseminating informa¬ 
tion contained in reports of profit on 
Array. Navy, or Air Force contracts filed 
by Air Force contractors and subcon¬ 
tractors in accordance with the provi¬ 
sions of the Vinson-Trammell Act <34 
U. 8. C. 496 and 10 U. S. C. 311) and for 
notifying finance omcors that such re¬ 
ports have been filed. 

1 1057.702 Responsibility. The report 
covering an Air Force prime contract 
which is subject to the terms of the Act 
must be filed by the prime contractor as 
a condition precedent to final payment 
under such contract. Since a finance 
officer Is required to withhold final pay¬ 
ment on a prime contract which is sub¬ 
ject to the Vinson-Trammell Act, until 
advised that the report covering the con¬ 
tract has been filed, processing of reports 
will be expedited so that payment to 
prime contractors will not be unduly 
delayed. 

1 1057.703 Requirement . Prime con¬ 
tractors and subcontractors performing 
Air Force contracts which arc subject 
to the provisions of the Vinson-Trammell 
Act are required to file a report of profit 
with the Secretary of the Air Force with¬ 
in 00 days after completion of the con¬ 
tract. The form prescribed for use is 
DD Form 147. ‘'Report of Profit on Army, 
Navy, or Air Force Contract.'* 


1 1057.705 Use of report. Copies of 
the report retained by the Air Materiel 
Command wiU be made available to the • 
•ppropriate buyers for internal use 
within the Air Force in connection with 
future procurements to insure the main¬ 
tenance of reasonable profits. The data 
contained In these reports will not be dis¬ 
closed to any unauthorized person. A 
prime contractor with whom negotia¬ 
tions are being conducted wid not be 
furnished data obtained from a report 
previously filed by a subcontractor. 
However, where such a report Indicates 
ah unreasonable profit on a previous sub¬ 
contract. the buyer may question the 
reasonableness of the subcontractor's 
prices In negotiations between the prime 
grader and the Government, pro¬ 
vided that the specific data contained in 
«ich subcontractor's report will not be 
revealed to the prime contractor. 


SUBPART T—OVERTIME REPORT 

I 1057.2002 Objective of overtime re - 
A **C Form 200 is established to 
couect dollar and man-hour factory 
overtime data generated by AP prime alr- 
oirgine, and propeller facilities. 
applies aU production con- 
»^ C !\ cxcep l straight fixed-price con- 
Jm*®* 5* these facilities. This report 
yield a monthly breakdown of dollar 
JT* man-hour input by direct and 

UmL 1 * 0 * factory lab °r, by straight 
me, overtime, and total time. It will 
c0 P rov lde a breakdown of direct and 


Indirect factory man-hours by percent¬ 
age of total overtime hours wwked 
against major programs with supporting 
statements indicating what the time was 
required for and the reason (s) for over¬ 
time. 

4 1057.2003 Definitions. For the pur¬ 
pose of this subpart, the following defini¬ 
tions will apply: 

(a) “Overtime" refers to man-hours 
worked in excess of the standard 8-hour 
day and/or 40-hour week. (This ap¬ 
plies regardless of any contractual clause 
authorizing extended work periods be¬ 
yond this standard.) It does not include 
premium for multishift operations. 

<b> "Straight time" refers to a stand¬ 
ard 8-hour day and/or 40-hour week. 
That is. the period of work time which is 
not compensated for by an "overtime 
premium." 

<c> "Factory payroll direct man¬ 
hours" are those man-hours as defined 
in the Aeronautical Manufacturers 
Planning Report (AMPR) system, in¬ 
cluding the hours considered to be "idle 
time" by the AMPR system. 

(d) "Factory payroll indirect man¬ 
hours" refers to all other man-hours not 
covered in paragraph (c) of this section 
except time over and above the standard 
work period not compensated for with 
"overtime premium." 

<e) "Major programs" refers to con¬ 
tractor's most important projects from 
the standpoint of labor input magnitude 
which may be covered by one or more 
contract numbers. For example, a 
major program is the production of a 
basic model by the contractor or a rela¬ 
tively large subcontracting effort ex¬ 
pended on a basic model produced by 
another prime contractor. Major pro¬ 
grams are also intended to include 
models in the preproduction and pilot 
line production phases. 

(f) "Reasons for overtime” refers to 
major bottlenecks responsible for in¬ 
ability of a contractor to utilize straight 
time only for the specific major program. 
The major bottleneck may be a specific 
tool, skill, or space shortage; subcon¬ 
tractor failure: unrealistic schedule; 
power failure: accident; etc. One or a 
few major bottlenecks set up a chain 
reaction creating minor bottlenecks re¬ 
sulting in general overtime throughout 
the plant. 


Part 1058— Contract Financing 

Subport A—Aiiljnnwnt of Cloim* Arising Under 
Government Contract* 

8cc. 

1068.101 General. 

1058402 Filing notices of assignment and 
Instruments of assignment. 

1058 103 Copies of notices for contracting 
officer and acknowledgment thereof. 

1068 104 Procedure when acknowledgment 
is refused or delayed. 

1058 105 Further assignments and reassign¬ 
ment*. 

1058 100 Examination of assignment. 

1058408 Releases of assignments. 

1058400 Transfers of businesses and corpo¬ 
rate mergers. 

• 

Subport &—Guaranteed (Regulation VI loan 
Financing of Defente Production and Services 

1058 -202 Nature of guaranteed loans. 

1058.203 Authority to process and approve 
guaranteed loans. 


1058 203-1 Delegation of authority. 

1058204 Responsibilities. 

1068.205 Policies. 

1058 200 Procedure for authorizing a V-loan. 
1058.200-1 General. 

Subpart C—Prior Clearance of Propoted Commit¬ 
ment* Involving Financial Aiibtorui 

1058.302 General. 

1068-303 Prior clearance. 

Subpart D—financial Data 

1058.402 Responsibilities. 

1068.403 Obtaining financial data. 

1058.404 Financial guarantees. 

1068.405 Records and forms. 

Subport F—Debt* Owed by Contractor*; 
Deferred Payment* 

1058,802 Determination of debt. 

1058.603 Cash payment. 

1058.004 Offset. 

1058 000 Deferred payments; DO days or less. 
1058.607 Deferred payments; Unusual. 

Subpart J—Reporting Contractor* Involved in 
Bankruptcy, Recoivonhip, Aitignmon! for tho 
Bonofit of Creditor*, Other Typo* of Insolvency 
Proceeding* and Probate Proceeding* 

10584002 Reporting Institution of bank¬ 
ruptcy receivership. Insolvency, and 
probate proceedings. 

Authority: if 1058401 to 10584002 Is¬ 
sued under sec. 8012, 70A 8tat. 488: 10 U. B. C. 
8012. Interpret or apply secs. 2301-2314. 70A 
Btnt. 127-133; 10 U. 8. C. 2301-2314. 

SUBPART A—ASSIGNMENT OF C1A1MS ARISING 
UNDER GOVERNMENT CONTRACTS 

I 1058401 General. Pursuant to the 
Assignment of Claims Act of 1940 (Pub¬ 
lic Law 811, 76th Cong.), as amended 
(54 Stat. 1029 ; 31 U. 8. C. 203>. assign¬ 
ment of moneys due or to become due 
under Government contracts may be 
made, and the requirements under which 
such assignment can be made are out¬ 
lined in i 57.103—8 of this title. 

9 1058.102 Filina notices of assign - 
ment and instruments of assianment. 
The assignee should file 4 signed copies 
of a wrttten notice of assignment, and 
1 copy of the instrument of assignment 
with each of the following: 

(a) The contracting officer. 

(b) The surety or sureties upon the 
bond or bonds, if any, in connection with 
the contract 

(c> The officer designated in the con¬ 
tract to make payments thereunder. 

5 1058.103 Copies of notices for con- 
trachng officer and acknowledgement 
thereof, (a) The copies of such notices 
of assignment and of instruments of 
assignment directed to the contracting 
officer will be sent by personnel receiving 
the same as follows; 

(1) If the assignment relates to a 
local purchase contract, to the appro¬ 
priate contracting officer at the local 
purchase activity. 

(2) If the assignment relates to a con¬ 
tract written or administered In an area 
overseas, to the appropriate contracting 
officer at the overseas installation. 

(3) If the assignment relates to a con¬ 
tract written at Hq AMC. to the con¬ 
tracting officer in Hq AMC. 

(4) If the assignment relates to a 
contract written in an AMC field pro¬ 
curement activity, to the contracting 
officer appointed for the purpose of 
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acknowledging assignments at the AMC 
field procurement activity. 

(b) The contracting officer specified 
above to whom the notices of assignment 
and instruments of assignment will be 
sent, will— 

(1) Examine such notices of assign¬ 
ment and instruments of assignment and 
the contract involved. 

(2) If satisfied that the assignment is 
in proper form, was properly executed, 
and that the contractor is empowered 
under the contract to assign the claim 
or claims involved, acknowledged receipt 
of the notice of assignment in the space 
provided. In acknowledging a “Notice 
of Assignment by a French contractor 
of moneys due from the United States,*" 
the following statement will be used. 

Receipt U hereby acknowledged of the 
above notice and a copy of the above men¬ 
tioned Instrument of assignment. These 

were received at__ a. m._p. m. on 

.19— 


• (Person authorised to ac¬ 

knowledge receipt on 
behalf of addressee con¬ 
tracting officer, dis¬ 
bursing officer or surety 
on bond) 

For signature by a contract*ng officer only: 
The Oovcmmcnt of the United States of 
America acting through the undersigned 
contracting officer recognises the assignment 
of moneys due or to become due under the 
contract described above and undertaken to 

pay directly to the assignee, the___..... 

bank, the amount due or to be due to the 
...___Company under the above-men¬ 

tioned contract In accordance with and sub¬ 
ject to the provisions of the Assignment or 
Claims Act of 1940. as amended. Nothing 
herein shall be construed to affect or change 
the rlghu or obligations of the United States 
under the Assignment of Claims Act. 


(Contracting Officer) 

f3) Return three copies of the notice 
thus acknowledged to the assignee. 

(4) Flic the fourth copy of the notice 
thus acknowledged and the copy of the 
instrument of assignment with the con¬ 
tract. 

(c) The Chief. Finance Division. 
Comptroller. Hq AMC. has advised that 
finance officers will not make payments 
to assignees unless the first Invoice or 
voucher covering the amounts to be-paid 
the assignee is accompanied by two 
copies of the notice of assignment duly 
acknowledged by the contracting officer. 

$ 1058.104 Procedure when acknowl¬ 
edgement is refused or delayed. If. for 
any reason, the assignment Involved Is 
one which the contract does not au¬ 
thorize the contractor to make, or is not 
in proper form, or Is not properly ex¬ 
ecuted. the contracting officer will return 
the copies of the notice of assignment 
and the copy of the instrument of as¬ 
signment to the assignee with an ex¬ 
planation of the objections to the pro¬ 
posed assignment, and the acknowledg¬ 
ment form on the notices of assignment 
will not be executed by the contracting 
officer. In addition if, upon receipt of 
notices of assignment and the copy of 
the instrument of assignment, it appears 
that a considerable delay may occur be¬ 
fore the notices of assignment are ac¬ 


knowledged or returned unacknowledged 
as the case may be. the contracting of¬ 
ficer will advise the assignee that such a 
delay is likely to occur and normally will 
furnish the assignee with a statement 
of the reasons for the delay. 

$ 1058.105 Further assignments and 
reassignments. Contracts permitting 
the assignment of claims for moneys due 
or to become due hereunder also permit 
such claims to be further assigned and 
reassigned by the assignee to a bank, 
trust company, or other financing In¬ 
stitution. including any Federal lending 
agencies. Copies of written notices of 
further assignment and reassignment 
and copies of instruments of such fur¬ 
ther assignment and reassignment will 
be processed In the same manner as 
copies of initial assignment and instru¬ 
ments of Initial assignment. The three 
acknowledged copies of the notice of 
further assignment or reassignment will 
be sent to the assignee under the assign¬ 
ment thus acknowledged. 

§ 1058.106 Examination of assign¬ 
ment. In ascertaining that an assign¬ 
ment is in proper form, is properly ex¬ 
ecuted. and Is one that the contractor 
is entitled under the contract to make, 
contracting officers will satisfy them¬ 
selves that: 

(a) The contract has been duly ex¬ 
ecuted and approved where necessary. 
Contractors frequently make assign¬ 
ments of claims for moneys due or to 
become due under a contract, upon notice 
of award of the contract, even though the 
contract has neither been executed nor 
approved. Copies of notices of such as¬ 
signment will be Immediately returned 
to the assignee unacknowledged. 

(b) The contract is one under which 
claims may be assigned under the provi¬ 
sions of the Assignment of Claims Act 
of 1940 (54 Slat. 1029: 31 U. S. C. 203). 
In rare cases. SECRET or CONFIDEN¬ 
TIAL contracts wrill contain provisions 
prohibiting assignments of claims arising 
thereunder, and therefore, under the Act 
of 1940 such claims thereunder cannot be 
assigned. Notices of attempted assign¬ 
ment of such contracts will be returned 
unacknowledged to the assignee. Jt 
should also be noted that assignment of 
claims under 8ECRET or CONFIDEN¬ 
TIAL contracts, permitting the assign¬ 
ment thereof, will not be acknowledged 
by contracting officers until adequate 
steps have been taken to protect the in¬ 
terests of the Government. 

(c) The assignment covers all amounts 
payable under the contract, and not al¬ 
ready paid, and is not made to more than 
one person, and the assignee Is a bank, 
trust company, or other financing insti¬ 
tution. including any Federal lending 
agency. In this connection the follow¬ 
ing will be noted: 

(1) Most contracts provide that any 
assignment of claims thereunder will 
cover all amounts payable under the con¬ 
tract. and not already paid, and will not 
be made to more than one person except 
that assignments may be made to one 
person as agent or trustee for two or more 
persons participating in the financing of 
a contractor. Under the Assignment of 
Claims Act (54 Slat. 1029; 31 U. S. C. 


203), however, contracts may provide for 
assignments of part of the contractor’s 
claims for money due or to become due or 
for such assignments to more than one 
person. In the absence of contract provi¬ 
sions authorizing such assignments, the 
assignments are unlawful. Because of 
the administrative burden on finance 
officers, partial assignments or assign¬ 
ments to more than one person, if per¬ 
mitted under a contract, should be lim¬ 
ited to cases where the contract t$ 
financially obligated to Government 
agencies and the assignment is made for 
the protection of such Government 
agencies. 

(2) Where the contract provides for 
advance payments, whether or not ad¬ 
vance payments have actually been made 
to the contractor, notice of assignment 
will not be acknowledged unless: 

0) The assignment expressly recites 
that the rights of the assignee are sub¬ 
ordinate to the rights of the Govern¬ 
ment: to withhold from the contractor 
amounts required to liquidate advance 
payments and to have deposited in the 
contractor's special advance payment 
bank account all moneys payable to the 
contractor w*hich the contract require* 
the contractor to deposit into that ac¬ 
count. 

<ii> The contracting officer obtains 
from the assignee an agreement that the 
assignee will pay to the contractor all 
amounts which may be received by the 
assignee and w hich the contractor is ob¬ 
ligated by the contract to deposit in it* 
special advance payment bank account. 
In special cases, additional documents 
signed by the contractor or the assignee 
or both, thought necessary by the con¬ 
tracting officer to protect the interests of 
the Government against the assignee, 
may be required by the contracting 
officer. 

Assignments such as those referred to in 
this section are subordinate to the right* 
of the Government against the contrac¬ 
tor under the contract involved; for that 
reason they are not assignments of lea 
than all amounts payable under the con¬ 
tract nor assignments to more than one 
person. 

<d) The assignment will cover only 
claims for moneys due or to become due 
under the contract involved. It must 
not cover any of the obligations of 
duties of the contractor under the con¬ 
tract. The contracting officer will be 
sure that the copy of the Instrument of 
assignment which is submitted to him « 
a duplicate of the original instrument 
or has been certified as a true copy, 
acknowledged as such before a noUUT 
public or other officer authorized by la* 
to administer oaths. Care will also w 
taken to ascertain that the assign® 01 * 
has been properly executed. 

(1) Assignments by corporation* 
should be executed by an authorize 
representative, attested by the secretary 
or assistant secretary of the corporation, 
with the seal of the corporation j®- 
pressed upon the assignments, or in u 
of such seal, accompanied by a certinc* 
copy of a resolution of the board of on** 
tors of the corporation authorizing 
representative involved to execute u 
assignment. 
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(2) If the contractor Is a partnership, 
the instrument of assignment may be 
Hgncd by one partner, provided it Is 
accompanied by a duly acknowledged 
certificate to the effect that the signer 
is a general partner of the partnership. 

i3i If the contractor is an individual, 
the assignment must be signed by such 
individual and duly acknowledged by 
him before a notary public or other per¬ 
son authorized to administer oaths. 

<e> If there have been previous assign¬ 
ments of claims under the contract, un¬ 
less assignments to more than one 
person thereunder are permitted by the 
contract provisions, the previous assign¬ 
ments have been fully released. Atten¬ 
tion is again Invited to 9 1058.105 which 
points out that contracts specifically 
authorize further assignments and re- 
assipnments of claims thereunder. 

I 1058.108 Releases of assignments. 
Releases of assignments require the same 
execution and acknowledgment by the 
assignee as required of an assignor in the 
case of an assignment. Releases are re¬ 
quired only In cases of reassignment or 
where further payments are anticipated 
under the contract. 


S 1058.109 Transfers of businesses and 
corporate mergers. Transfers of an en¬ 
tire business, corporate mergers, and 
assignments by operation of law. each of 
which may effect the assignment of 
claims under a contract, arc not pro¬ 
hibited by the Federal statutes and hence 
are not dependent upon the Assignment 
of Claims Act of 1940 <54 Stat. 1029; 31 
U. 8. C. 203) for their validity. However, 
in the case of transfers of a business or 
corporate mergers, notices of assignment 
of claims under the contract made by the 
transferee or successor corporation will 
not be acknowledged until a supple¬ 
mental agreement has been executed, 
substituting the transferee or successor 
corporation as the contractor with the 
Government, Similarly, before acknowl¬ 
edges ft ^ignments made by transferees 
by operation of law, the contracting 
officer will require the submission to him 
of a certified copy of the document evi¬ 
dencing the transfer by operation of law. 

SU8ZAIT I—GUARANTEED (REGULATION V) 

iOAN FINANCING OF DEFENSE PRODUCTION 

AND SERVICES * 


9 1058 202 Nature of guaranteed loam 
Guaranteed loans (also called “V 
wans”) are loans by public or prlvat 
tending institutions to defense prime o 
subcontractors which are subject to 
guarantee agreement under which th 
JUAran teeing agency (such as Arm} 
ffftvy or Air Force) is obligated on de 
®an<i of the lender to purchase a state 
Percentage of the loan and to share lossc 
in the amount of guaranteed percentagi 

1 1058.203 Authority to process a 
*PPravt guaranteed loans, (a) Sectio 
wi or the Defense Production Act of 195 
ftat. 800; 50 App. U. S. C. 2091 
^ the power to author 

ne Department of the Air Force, an 
ber agencies, to guarantee any publJ 
* Private financing institution agaiiu 
/V 3 an y loan or commitment mn 
' r Purpose of financing any pr 

No. 


ducer of goods or services when deemed 
by the guaranteeing agency to be neces¬ 
sary to expedite procurement under Gov¬ 
ernment contracts for the national de¬ 
fense. “National Defense" is defined in 
section 702 of the act as "• • • opera¬ 
tions and activities of the Armed Forces 
• • V* and of other Government agen¬ 
cies under certain conditions. 

<b) Section 4 of the Defense Produc¬ 
tion Act Amendment of 1953 (64 Stat. 
803; 50 App. U. S. C. 2102) authorizes the 
financing of any contractor, subcontrac¬ 
tor, or other person in connection with 
termination of defense contracts and 
provides that no small business concern 
will be held ineligible for the issuance of 
a Guaranteed Loan by reason of alterna¬ 
tive sources of supply. 

<c> By Executive Order 10161. as 
amended 05 F. R. 6105), the Department 
of the Air Force, among others, is author¬ 
ized to guarantee loans, and is directed 
to "Develop and promote measures for 
the expansion of • • • production and 
supply of materials • • • necessary for 
the national defense." The Federal Re¬ 
serve Banks arc authorized to act. under 
the supervision of the Board of Gover¬ 
nors of the Federal Reserve System, as 
fiscal agents of the United States in exe¬ 
cuting agreements and for other pur¬ 
poses of section 301 of the act <64 8tat. 
800; 50 App. U. 8. C. 209 Ik All agencies 
of the Government are directed to fur¬ 
nish Information relating to defense pro¬ 
duction or procurement deemed neces¬ 
sary by any officer delegated powers to 
act in this field. 

S 1058.203-1 Delegation of authority . 
(a> The Commander. AMC, has been au¬ 
thorized to act as Certifying Officer with 
respect to the issuance of Certificates of 
Eligibility In connection with Defense 
Contract Financing (Guaranteed Loans), 
subject to the provisions of the Defense 
Production Act of 1950, as amended (64 
Stat. 798; 50 App. U. 8. C. 2061). Execu¬ 
tive Order 10161. 9 September 1950 (15 
F. R. 6105), and Federal Reserve Regu¬ 
lation V, and pertinent regulations issued 
by the Department of Defense, the Air 
Force, and/or the Air Materiel Com¬ 
mand. The authority may not be redele¬ 
gated below the level of the Deputy 
Director /Procurement or the Assistant 
Deputy Director Procurement, Hq AMC. 
A Certificate of Eligibility is obtained to 
establish that the contract or other op¬ 
eration of the prospective borrower to be 
financed by such loan is one which is 
deemed to be necessary to expedite pro¬ 
duction and deliveries or services under 
a Government contract. 

(b) Authority vested in the Com¬ 
mander, AMC, to act as Certifying Of¬ 
ficer with respect to executing Certifi¬ 
cates of Eligibility in connection with 
Defense Contract Financing (Guaran¬ 
teed Loans) has been redelegated, with¬ 
out power of redelegatlon. to: 

(1) Director of Procurement and 
Production. Hq AMC. 

(2) Deputy Director of Procurement 
and Production. Hq AMC. 

(3) Deputy Director/Production, Hq 
AMC. 

(4) Assistant Deputy Director/Produc¬ 
tion Hq AMC. 


9 1058.204 Responsibilities . Hq USAF 
has reserved all authority concerning 
financial consideration. 

9 1058.205 Policies . The following 
policies will be used as guides by activi¬ 
ties processing inquiries for information 
regarding V-Loans. 

<a) Essentiality of products or .terw- 
ices. All items or services called for 
under a prime contract with the Air 
Force, or a subcontract of any degree 
under such prime contract, are to be 
considered essential to the national de¬ 
fense. The essentiality of other items 
or services must be established. 

(b> Alternate sources. The existence 
of an alternate source for the procure¬ 
ment covered by any contract or sub¬ 
contract will not in itself be grounds 
for denial of a Certificate of Eligibility. 
No distinction will be made in this re¬ 
spect between advertised and negotiated 
contracts. In the normal case, use of an 
alternate source may involve prejudice 
to the national defense because of such 
factors os delay in ultimate delivery, 
costs of terminating existing contracts, 
effort and cost to replace contracts, and 
significantly higher prices for the items. 
The existence of an alternate source will 
be an important consideration when 
material doubt exists as to ability to per¬ 
form a defense contract according to Its 
terms, e. g„ when the proposed borrower 
does not have adequate experience, 
management, facilities, or technical 
ability, or when there Is serious doubt 
that he can produce at the contract 
price. 

<c> Use of guaranteed loan (V-Loan) 
in neto procurement . When a bid or 
negotiation is conditioned on the grant¬ 
ing of a V-Loan by the Air Force, the 
proposal must be considered on the basis 
of whether or not award of the con¬ 
tract to the particular firm will benefit 
the Government. If there will be bene¬ 
fit to the Government from dealing with 
a particular contractor, e. g.. a material 
saving in price as compared with prices 
from other contractors, the need for a 
V-Loan (with reasonable percentage of 
guarantee) should not deter the making 
of the contract. In such instances, the 
applicable instructions on Facility Capa¬ 
bility Reports and prior clearance of 
proposed commitments involving financ¬ 
ing assistance will be followed. If there 
is no advantage to the Government in 
dealing with a particular contractor re¬ 
quiring a V-Loan, all p Mgs being 

equal, contractors not requiring V-Loam 
should be preferred to those requiring 
V-Loans. This latter is in line with 
the established policy that the prefer¬ 
ence Is for private financing without 
Government guarantee. 

(d> Use of V-Loan with existing con - 
tract . When V-Loans are requested by 
AF contractors to finance an existing 
prime contract, it should be remembered 
that the contract was placed with a con¬ 
tractor presumed to be capable of per¬ 
formance according to a determined 
schedule related to Air Force needs. 
Financing of performance is as necessary 
an element of production as any other 
factor. The V-Loan system was author¬ 
ized and designed to make that financing 
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possible where it would otherwise not be 
provided, and for that reason, the V- 
Loan is an aid to procurement. Unless 
there are apparent and valid reasons to 
believe that the contractor will fail, en¬ 
tailing loss of both his production and 
some of the money borrowed to accom¬ 
pli'' It. financial considerations as such 
should not Influence recommendations or 
comments requested in connection with 
a Certificate of Eligibility. It must be 
remembered that production In volume 
entails borrowing by most businesses, 
that lending agencies have had service 
guarantees made available to them and 
will ask for them when reason exists to 
limit their risk, and that the contractor 
owes every dollar borrowed and must 
fad in business before a loss is experi¬ 
enced by the lender and the guaranteeing 
service. Many of the same considera¬ 
tions apply to subcontracts, the principal 
difference being that the prime con¬ 
tractor does not undertake any direct 
financial risk. The placing of orders 
does, however, involve production risks 
which can seriously Impair his own de¬ 
liveries as well as his own financial re¬ 
quirements. Since the performance by 
subcontractors is so integral to deliveries 
under prime contracts, no distinction Is 
drawn between the two classes of con¬ 
tractors as regards availability of guar¬ 
antees to lending agencies on production 
loans. All actions on requests for loan 
guarantees, including those on the issues 
of Certificates of Eligibility and related 
matters, must be designed to support and 
aid, not impede, essential procurement. 

9 1058.206 Procedure for authorising 

a V-Loan. 

9 1058.206-1 General. The need for a 
loan guarantee arises when a contrac¬ 
tor or subcontractor finds It necessary to 
use bank credit to finance necessary de¬ 
fense production under his contracts, 
and his bank considers the amount in¬ 
volved to be In excess of normal lending 
risks or when the amount, if unguaran¬ 
teed. is beyond its legal lending limit. 
If the bank desires to make the loan on 
condition that protection is afforded it 
against a portion of possible subsequent 
loss, it may prepare an application for 
guarantee of the credit. This applica¬ 
tion is submitted by the bank to the Fed¬ 
eral Reserve Rank in its district which 
forwards it, through the Federal Re¬ 
serve Board in Washington. D. C.. to the 
military department having the pre¬ 
dominant interest in the contractor’s ac¬ 
tivities. Where the predominant inter¬ 
est is with the Air Force, one copy of 
such application listing prime contracts 
and/or subcontracts will be sent by the 
Federal Reserve bank directly to Com¬ 
mander. AMC. attn: MCPZF. The Fed¬ 
eral Reserve bank then makes an investi¬ 
gation of the loan and borrower which 
includes financial responsibility, and for- 
wards its report to accompany the origi¬ 
nal application. Before a guarantee can 
be approved, the procurement activity of 
the guaranteeing agency must issue a 
Certificate of Eligibility. whJch is a for¬ 
mal finding that the contracts listed on 
the application come within the purport 
of the statute and directives. If a Cer¬ 
tificate of Eligibility Is issued and flnan- 
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cial requirements are satisfactory to the 
department which will be the guarantor, 
the Federal Reserve bank, as fiscal agent 
of the military department, is authorized 
to execute a guarantee contract with 
the lending bank. Funds are then made 
available to the borrower under terms 
of a loan agreement between the bor¬ 
rower and the lending bank. It may be 
observed that the borrower is not a party 
to the guarantee application or agree¬ 
ment. 

SUBPART C—PtIOB CLEARANCE Of PROPOSED 

COMMITMENTS INVOLVING FINANCIAL AS¬ 
SISTANCE 

5 1058.302 General. Sole authority 
for approving V-Loans, advance pay¬ 
ments or progress payments exceeding 
75 percent of total costs or 90 percent 
of direct labor and material costs to AF 
contractors rests at the secretarial level 
of the Department of the Air Force. No 
commitments, actual or Implied, to fur¬ 
nish. to make available, or to assist in ob¬ 
taining such financial assistance should 
be given by Air Force buyers or other 
Air Force personnel prior to the official 
authorization. 

1 1058.303 Prior clearance. (a> When¬ 
ever the existence of any one or more 
of the following situations becomes ap¬ 
parent in connection with contract ne¬ 
gotiation, prior clearance with the Office 
of the Deputy for Contract Financing, 
Assistant Secretary of the Air Force 
(Management), must be obtained by the 
Directorate of Procurement, Hq. before 
completion of negotiations: 

Cl) Where the prospective contractor 
does not have the financial resources, 
credit capacity, or sources of private bor¬ 
rowing (with or without Government 
guarantee) sufficient to permit perform¬ 
ance of the proposed contracts without 
the necessity of the Government making 
advance payments. 

12) Where the contemplated procure¬ 
ment would overextend the working 
capital and asset position of the contrac¬ 
tor out of reasonable proportion to his 
financial condition. 

(3) Where in relation to the capital 
Investment or financial condition, exten¬ 
sive and disproportionately large Gov¬ 
ernment financial assistance, loans, 
guarantees and/or facilities grants will 
be required in order that the contractor 
wifi be able to perform the proposed 
contract. 

<b> With regard to paragraph (a) (1) 
of this section, the V-Loan procedure is 
a method of extending normal lending 
for working capital purposes, and the 
request of lending bank for a V-Loan 
guarantee in most cases does not reflect 
on the basic credit, ability, or character 
of the contractor. Therefore, if the pos¬ 
sibility of a normal V-Loan request Is 
the only element of question or doubt 
concerning the contractor’s ability to 
finance the proposed contract, prior 
clearance of the proposed contract will 
not be needed before completion of con¬ 
tract negotiations. If other elements of 
doubt are present as to the propriety or 
sufficiency of the proposed financing and 
the contractor's financial status, or if in 
addition to the possibility of V-Loan 
financing, necessity is indicated for addi¬ 


tional unusually large and out of the 
ordinary financing assistance or arrange¬ 
ments, then prior approval of the 
proposed contract will be required. 

(c) When situations exist such as are 
described in paragraph (a) (2) and <3> 
of this section, and it has been deter¬ 
mined by proper authority that no satis¬ 
factory alternative sources of supply are 
readily available on terms equally u 
favorable to the Government, the matter 
of adequate financing, utilizing the most 
desirable method or methods of financing 
the prospective contractor, and cleared 
with the Office of the Deputy for Con¬ 
tract Financing before the procurement 
is finalized and the contractor begins 
performance or makes commitments 
leading to such performance. 

(d) When the above conditions exist 
with any contractor contemplated for 
award of an Air Force contract, prior 
clearance with the Office of the Deputy 
for Contract Financing will be obtained. 
The request will include the information 
normally submitted in a V-Loan or ad¬ 
vance payment application together with 
the following 23 statements: 

(I) Name and address of company 

<2) Type of contract (cost plus fixed 

fee, fixed price, letter, etc.). 

(3> Purchase request or contract 
number. 

<4) Amount of contract (if letter con¬ 
tract. this will include both letter con¬ 
tract price and estimated total definitive 
price). 

(5) Amount of all prior clearances if 
the proposal covers an increase in a letter 
or other type contract. 

(6) A brief description of the items to 
be procured. 

(7) Type of procurement-production 
or research and devolpment item. 

(8) Total number of items if procure¬ 
ment involves production. 

(9) Unit prices. 

< 10) Delivery schedule (or estimated 
time required if research and develop¬ 
ment contract). 

(II) Number of units and dollar 
amount per month should be shown if 
available. 

(12) Percentage of subcontracting. 

(13) Reason for giving contruci to 
subject contractor (indicate if contrac¬ 
tor Is sole source). 

(14) Availability and extent of prog¬ 
ress payments. 

(15 > Effect on defense program if con¬ 
tract is not awarded. 

(16) Information os to the general 
character and responsibility of the con¬ 
tractor as well as comments as to tech¬ 
nical ability to perform under the 
contract. 

(17) Statement that the buying 

organization will give favorable recom¬ 
mendation to any request for a Certifi¬ 
cate of Eligibility for the proposed 
contract. . 

(18> Information as to the existence w 
the situations outlined in subpara graphs 
o. b. and c of the Zuckert-GUpatf* 0 
memorandum of August 10. 1951- 

(19) Financial statements of the con¬ 
tractor including (i) recent coxnparau 
statements of operation and 
condition, <ii) operating projection 
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financial and budgetary data such as 
forecast of cash Income and outlay. 

*20) Detailed Information. If available, 
concerning the contractor's backlog and 
planned procurement, both broken down 
to show the amount of each m'lltary de¬ 
partment and for all other customers as 
a croup. When the contractor s back¬ 
log includes letter contracts, the addi¬ 
tional dollar value of the planned 
procurement should also be shown. 

<21* Present means used in financing 
Government contracts. 

»22> If by V-Loan give guarantor 
agency. Indicating amount and maturity 
date. 

«23> How will proposed procurement 

be financed. 


SUSP A ST D—FINANCIAL OATA 


5 1058.402 Responsibilities. <a» Each 
AM A will obtain the necessary financial 
information from those contractors do¬ 
ing business with the Air Force and on 
those companies being cleared for 
Facility Capability Reports <FCR» where 
adequate data is not already available 
from published sources. 

<b» Buyers, price analysts, or others 
•t Hq AMC will not make requests for 
financial data direct to contractors or 
prospective contractors. 


S 1058.403 Obtaining financial data — 
Normal cases. To make analyses 
and to determine the financial position 
of contractors who have been awarded 
Contracts or are being considered for 
contracts, the AMA's will normally re¬ 
quire such contractors to submit the 
information set forth in this section. 
Where possible, arrangements will be 
made with contractors for automatically 
forwarding such Information without 
the necessity of periodic requests Nor¬ 
mally, the AMA will request prospective 
contractors to furnish as much of the 
following information as is required in 
their own operation. 

<1> Fiscal year-end financial state¬ 
ments, in duplicate, including at least 
a balance sheet (with auditor's notes, if 
available!, operating statements, sur¬ 
plus reconciliation, and backlog of un¬ 
billed orders subdivided as to the 
Government <by agencies* and other. 
Certified financial reports should be 
furnished complete, since the certifica¬ 
tion does not apply if the notes or any 
Part or the report is not included Au¬ 
dited statements are preferred but if 
unaudited they should be authenticated 
oy an officer of the company. 

<3> Interim financial statements, in 
uplicate. including balance sheet, oper- 
rrJJ* t ** t€l ®**fc surplus reconciliation, 
un backlog of unbilled orders, signed by 
s responsible officer of the company. The 
10 what toterim statements 
should be obtained from a contractor is 
Judgment depending upon 
the individual situation. Interim state- 
ments normnfiy will not be required more 
rnm?« th f An ewy 90 d *y*. and where the 
5252255 rC8ularly P ubllshes interim 
iMements on a quarterly basis, it usu- 

of thf 10 ftcc *P t statements as 

w^ Ubl, ^ Uon dates In exceedingly 
to nbr^f** ho ^f, vcr ' ** may h* necessary 
With nin ******* financial statements. 
W * h unu *ually strong companies, semi¬ 


annual or annual statements may be 
sufficient. 

<b> Special cases. Where contractors 
and prospective contractors either have 
limited working capital or show evi¬ 
dence of financial weakness, the follow¬ 
ing additional information will be 
requested in duplicate from such con¬ 
tractors by the AMA. incident to the 
accomplishment of a Facility Capability 
Report. 

<1> An estimated cash budget flow 
sheet showing beginning working capi¬ 
tal, disbursement and receipts for pe¬ 
riod during life of anticipated contract. 
The cash budget flow sheet should in all 
Instances give cfTect to the recoupment 
of the progress payments when they have 
been requested. 

<2* Statement of how this Fpcciflc 
contract will be financed. 

< 3 * If the contract will be financed by 
recapitalization, a balance sheet reflect¬ 
ing proof of additional capital being 
paid in. 

<4* If the contract will be financed 
by borrowing or additional borrowing 
from a bank, a bank agreement or letter 
from the bank stating that they will 
loan a specific amount or that the bank 
will furnish working capital for the per¬ 
formance of this contract. ‘This letter 
is not to require a commitment fee. * 

If the contract will be financed by 
a financial guarantee from an individ¬ 
ual or from a parent company, affiliated 
company, or any other company, a letter 
from the individual or from the company 
(signed by on officer of the company, 
stamped with the corporate seal, and 
notarized by a notary public!, together 
with current balance sheet of company 
making the guarantee. If a guarantee 
is made by a corporation, a certified res¬ 
olution of the board of directors author¬ 
izing the corporation to make such a 
guarantee and disclose the authority of 
the officer signing in behalf of the cor¬ 
poration to so obligate the corporation, 
should be furnished. 

<6> If a newly organized company, a 
copy of the incorporation papers, also 
a balance sheet reflecting amount of 
paid-in capital stock. 

(7* Name of parent company, if any. 
and list of subsidiaries or affiliates. 

<8* In addition to furnishing the 
above information, the AMA. as a condi¬ 
tion precedent to the granting of a finan¬ 
cial clearance, may require a statement 
in writing from the proposed contractor 
that it will furnish fiscal and interim 
financial statements acceptable to the 
Air Force during the life of the contract. 
Fiscal year end statements in such cases 
will be furnished within 90 days after the 
close of the fiscal year and interim state¬ 
ments should be furnished within 30 
days after the close of the Interim period. 
The required frequency of interim state¬ 
ments will be determined according to 
paragraph <n> <2> of this section and 
will be made knowm to the proposed con¬ 
tractor for inclusion in its letter. The 
action authorized by this section nor¬ 
mally will be taken by the AMA upon 
determination that close surveillance will 
be required while contracts are outstand¬ 
ing and where the proposed contractor 
does not publish financial statements In 


the frequency or completeness required 
for such surveillance. 

<c> Any of the financial statements 
ndicated in this section requested of a 
contractor will be specified by the re¬ 
questing office by letter, whether or not 
oral discussions were held with the con¬ 
tractor. for the specific items needed. 

^ 1058 404 Financial guaranties. 
Agreements in the nature of financial 
assistance, performance guaranties, and 
subordination agreements submitted in 
support of the financial condition of a 
contractor will be reviewed for financial 
adequacy and legal sufficiency before 
consideration as a factor in granting 
financial clearance. In all cases where a 
guaranty agreement has been obtained, 
it will be supported by a current financial 
statement of the guarantor. 

f 1058.405 Records and forms . Full 
utilization will be made of all financial 
data obtained w hich pertains to Govern¬ 
ment contractors. Minimum Informa- 
t.on common to all companies will in¬ 
clude a continuous historical record of 
c/\sh, current assets, current liabilities, 
working capital, net worth, sales, profit, 
and backlog. Additional information 
and analyses will be developed as indi¬ 
vidual cases require: ratio studies, trend 
studies, net worth analyses, “break-even* 
r tudies. anc statements of source and ap¬ 
plication of funds frequently strengthen 
the basis for a decision on financial 
capability. 

SUBPART F—DEBTS OWED BY CONTRACTORS; 

DEFERRED PAYMENTS 

4 1058.602 Determination of debt . (a) 
Debts referred to in this subpart will in¬ 
clude but not be limited to: 

(1! Damages or excess costs incident 
to defaults in performance. 

(2) Breach of contract obligations 
concerning progress payments, advance 
payments, or Government-furnished 
property. 

<3> Delinquency In rentals. 

* 4 * Expense of correction of defects. 

<5> Overpayments incident to errors 
in quantity, deficiencies in quality, or 
errors in billing. 

«6) Retroactive price reductions re¬ 
sulting from contract provisions for price 
determination or for determination of 
prices under Incentive-type contracts. 

(7! Delinquencies in payment by 
charter and contract carriers for sales of 
aviation fuels and oil. 

< b) The amount of any indebtedness of 
contractors to the Government must be 
ascertained promptly to minimize the 
possibility of loss from later inability to 
collect. Delays in determining amounts 
due. or In obtaining timely payment, are 
in effect extensions of credit to con¬ 
tractors. 

(c) The amount of a debt due to the 
Government and the time It is established 
will vary according to type of contract 
Involved. 

<1> For example, in a prico-rcdeter. 
mination-type contract, the amount due 
may be determined by negotiation or 
fixed by a unilateral determination by the 
contracting officer and the debt will be 
established when demand is made upon 
the contractor for payment. 
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(2) On the other hand, the amount due 
and the date the debt la established may 
be governed by the terms of the contract 
Itself, as In the case of a lease contract 
providing for a fixed rental rate payable 
at stated intervals. 

<3> In any situation full and fair con¬ 
sideration will be given to the merits of 
the Governments claims and the merits 
of all known claims of the contractor, for 
adjustment or otherwise, that may be 
allowable to the contractor under the 
contract, and that would serve to reduce 
the amount to which the Government is 
fairly entitled. 

<d> When it Is necessary to negotiate 
or otherwise determine the amount of a 
debt, the fixing of the amount due to the 
Government will not be held up or de¬ 
layed because of uncertainties as to the 
allowability of other claims of the con¬ 
tractor. or uncertainty as to the amount 
of such claims. If there are such un¬ 
certainties, or if the contractor (1) is 
delinquent in furnishing pertinent Infor¬ 
mation required to be furnished by him 
pursuant to the contract, <2) fails to 
negotiate expeditiously and in good faith 
according to any provision of the con¬ 
tract requiring such negotiations, or <3) 
fails to promptly execute a supplemental 
agreement reflecting the result of negoti¬ 
ations. the appropriate contracting offi¬ 
cer will promptly make proper finding 
and determination, fixing the amount of 
the contractor's indebtedness, as per¬ 
mitted or not prohibited by the contract 
and supported by sufficient evidence. 

<e) The contracting officer will 
promptly initiate the necessary action to 
process supplemental agreements when 
applicable. All contractual documents 
which provide for recoupment of moneys 
from the contractor will contain a clause 
providing for a specific method of pay¬ 
ment by the contractor through a tender 
forthwith of check or offsetting credit, 
except to the extent deferral of payments 
is specifically authorized according to 
this part. In no case will an *‘either-or” 
clause providing for alternative methods 
of payment by the contractor be used. 
Whether by check in full, credit memo¬ 
randa. or deferred payments, the con¬ 
tractual instrument will include a re¬ 
quirement that the contractor will send 
copies of the transmittal letter, giving 
full details of the transaction, to the 
administrative contracting officer and 
the designated finance office. 

I 1058.603 Cash payvient. (a) As a 
general rule, amounts due from contrac¬ 
tors to the United States are expected to 
be repaid in cash, in one sum upon 
receipt of demand or invoice. The 
demand for immediate payment will be 
made on the contractor by the contract¬ 
ing officer as soon as the amount owed 
to the Government under a contract has 
been determined, and will contain notice 
that such payment will be sent to the 
finance officer. Invoices for amounts 
owed to the Government for supplies 
and services furnished from AP resources 
to accommodate contractors in the per¬ 
formance of contracts or scheduled re¬ 
curring payments due from contractors 
such as those normally due under lease 
agreements or under approved deferred 


payment plans will be submitted to the 
contractor by the designated accounting 
officer. The invoice will contain a 
request that remittance be sent to the 
finance officer. A copy of the invoice 
will be immediately furnished to the 
appropriate administrative contracting 
officer and finance officer. 

<b> Upon determination and demand 
for payment of an indebtedness the 
appropriate contracting officer will 
promptly notify the responsible account¬ 
ing officer, finance officer and. if ap¬ 
propriate. the administrative contracting 
officer. The notice will Indicate the date 
the contracting officer made demand on 
the contractor and. except as stated in 
paragraph (c) of tills section, will advise 
the finance officer to withhold payment 
from the contractor of any sums due the 
contractor pending receipt of such case 
payment. 

(c) If the contracting officer is reason¬ 
ably satisfied that full payment will be 
made in cash within 30 days after de¬ 
mand or if not paid in cash within the 
30-day period that the full amount can 
be recovered by offset of payments ex¬ 
pected to be made on the contract within 
the next 60-day period, he may defer the 
withholding of payments for the first 
period of 30 days following demand for 
payment by so advising the finance 
officer. If a debt arises automatically at 
stated intervals by terms of the contract, 
such a determination will be made only 
If the contractor defaults in payment. 

(d> Appeals by contractors will not 
suspend or delay action for withholding. 

{ 1058 604 Offset . fa) Whether in¬ 
structions to withhold payments under 
the specific contract under which the 
debt arose were issued or not, if within 
30 days after maturity of a debt or de¬ 
mand for its payment full collection has 
not been made or a supplemental agree¬ 
ment has not been executed to provide 
for deferred collection within not more 
than 90 days from the initial demand, 
the finance officer will automatically 
apply payments under the contract to 
reduce the Indebtedness. The amount 
withheld from payment, if any, and all 
future amounts becoming due under the 
contract will be offset until the indebted¬ 
ness is satisfied. 

(b) If the contractor within 30 days 
after a debt is established makes a defi¬ 
nite proposal for unusual deferred pay¬ 
ments (over 90 days), pending decision 
of the Deputy for Contract Financing. 
Office of the Assistant Secretary of the 
Air Force. Hq AMC. can issue instruc¬ 
tions to the finance office to withhold 
or off-set payments under the contract 
or waive such action to the extent con¬ 
sidered prudent and in the best interests 
of the United States. 

(c> If the contractor fails to satisfy 
fully the debt within 30 days from de¬ 
mand. or within that time fails to make 
arrangements for deferred payments, the 
finance office will immediately wire 
notice of such fact to the appropriate ac¬ 
counting office, the procuring contract¬ 
ing officer, and the administrative con¬ 
tracting officer. If the contractor fails 
to live up to the terms of an approved 
deferred arrangement, the finance officer 


will notify MCPZF in addition to the 
other Interested officers. If any of these 
offices have information, or can readily 
obtain information that the delinquent 
contractor has other contracts with the 
same or other installations of the Air 
Force, or the company has contract* 
with other departments or agencies of 
the Government that may lead to pay¬ 
ments. such information will be immedi¬ 
ately relayed to the appropriate finance 
officer. If the finance officer is satisfied 
that the full amount of the debt cannot 
be recovered by offset of pigments ex¬ 
pected to be made on the contract, an 
immediate request will be made directly 
to such department or agency, or finance 
office of such agency, if known, to with¬ 
hold any payments to effect collection of 
the debt on the contract under which the 
contractor’s indebtedness arose. 

(d) Government personnel are ex¬ 
pected to cooperate and assist in the ful¬ 
fillment of such requests, giving due re¬ 
gard. however, to the effect of abrupt 
cessation of payments on the operation! 
of the contractor, performance of the 
contracts, and the interest of the United 
States in such contracts. In all such 
cases the rights of assignees under the 
Assignment of Claims Act of 1940. a* 
amended (54 Stat. 1029: 31 U. 8. C. 203), 
and under contract provisions pursuant 
thereto, will be scrupulously respected. 

(c) In making these requests and in 
complying with such requests, care will 
be taken at all times to avoid overcoilec- 
tlon or duplicate collection. Checks to 
liquidate indebtedness pursuant to such 
requests will be drawn payable to the 
^(contractor’s name or Treasure of 
the United States)” and sent to the 
finance officer on the contract under 
which the indebtedness arose, and will 
be accompanied by a statement sufficient 
to identify the indebtedness to which it 
is to be applied. The agency making 
the deduction will Rive appropriate no¬ 
tice of the accomplishment of the de¬ 
duction to the contractor concerned and 
the finance officer. The finance officer, 
in turn, will give notice to the admin¬ 
istrative contracting officer and the ac¬ 
counting officer. 

i 1058.606 Deterred pavmcr.tr 99 
days or less . Under certain circum¬ 
stances deferred payments not to exceed 
90 days from the date of maturity of 
the debt may be permitted upon proper 
application by the contractor, 

<a> A contractor desiring to pay an 
indebtedness over an extended time not 
to exceed 90 days must submit a request 
for such deferral within 30 day? from 
the date of maturity. The contractors 
request, whether directed to the con¬ 
tracting officer who Issued demand for 
payment or to the accounting officer who 
submitted invoice for payment will 
sent immediately to the Commander, 
AMC. , , 

(b) Prior to approval of a deferrea 
payment arrangement, the 
Branch will request information w*W» 
will support an analysis of the contrac¬ 
tor’s financial condition, existing o 
available credit arrangements, produc¬ 
tion and purchasing schedules. “Ciemc 
contract backlog, cash resources 
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projected cash receipts and require¬ 
ments. and the effect of full immediate 
payment on the contractor’s operation. 

<c) The information furnished by the 
contractor must be adequate to permit 
»n evaluation of the above factors and 
Lc show that immedate payment in full 
or complete offset of all future payments 
would seriously impair the contractor’s 
ability to continue operations or jeopard¬ 
ize performance of the contract or of 
other contracts or subcontracts for the 
national defense, and that orderly col¬ 
lection can be effected fully within not 
more than 90 days from the date of the 
demand for payment. 

<d> Subject to the provisions in para¬ 
graph <c> of this section, AMC may 
authorize a supplemental agreement 
nth the contractor setting forth the 
terms and conditions for such deferred 
payments. 

f 1058.607 Deferred payments, un¬ 
usual. (a> Unusual situation may arise 
where the best interest of the Govern¬ 
ment may be served by deferring collec¬ 
tion of contract indebtedness for a period 
longer than 90 days. A contractor will 
have up to 30 days after maturity of debt 
to make a definite proposal for payment 
over a period of more than 90 days from 
the due date of the debt, and to submit 
such information to support the proposal 
as Hq AMC may request. 

<b> The information must demon¬ 
strate that: 


U > The contractor will be unaole to 
pay tiie debt within 00 days from date of 

demand, or 

<2> Full payment within such 90-day 
period, if enforced, would either (i> pre¬ 
cipitate bankruptcy or insolvency of the 
contractor, with foreseeable loss of all or 
a part of the debt In question, or with 
other foreseeable loss on other claims of 
or Interests of the United States, or <ii> 


prevent performance of contracts or sub¬ 
contracts deemed necessary to the na¬ 
tional defense, and 

<3 1 Collection of the indebtedness In 
full is likely if the proposal for deferred 
payment is accepted. 

<c> Hq AMC will make an examina¬ 
tion and analysis and will submit through 
channels on a priority basis an evalua¬ 
tion of the contractor’s proposal, with 
the necessary supporting information 
and a recommendation, to the Deputy for 
Contract Financing. Office of the Assist¬ 
ant Secretary of the Air Force. 

<d> The Deputy for Contract Financ¬ 
ing may deny the contractor’s proposal, 
or approve it, or approve It upon pre¬ 
scribed conditions. Deferred payments 
ror a period longer than 90 days which 
are approved by the Deputy for Contract 
Financing will be charged Interest at the 
rate of 5 percent per annum unless a dif- 

***** I* determined by the approv¬ 
ing office. 

inIu^ A?recment5 in category will 
nnM d< \* uc !? cov cnants and security a*i 
prudent and feasible under the circum- 
&tances of each case, will be limited to the 
goriest practicable maturities, and will 
only when found 10 the 
this 23 ^ t0rUl l ° Para8raph <b) ol 


SUBPART J—REPORTING CONTRACTORS IN¬ 
VOLVED IN BANKRUPTY, RECEIVERSHIP, 
ASSIGNMENT TOR THE BENEFIT OF CREDI¬ 
TORS, OTHER TYPES OF INSOLVENCY PRO¬ 
CEEDINGS ANO PROBATE PROCEEDINGS 

$ 1058.1002 Reporting institution of 
bankruptcy , receivership, insolvency, and 
probate proceedings . Prompt notifica¬ 
tion is required of cases where a contrac¬ 
tor doing business with the Air Force is 
involved In bankruptcy, receivership, 
assignment for the benefit of creditors, 
or any other type of insolvency proceed¬ 
ings or probate proceedings. Immediate 
transmission of information concerning 
the institution of such proceedings will 
insure that a proof of claim is filed by 
the Department of the Air Force against 
such a contractor within the statutory 
time limitations. 


Part 1059— Aircraft and GFAE 
Procurement 

Subpart 8—Use of Production Aircraft in Emer¬ 
gence* ond Control of Flight Ten ond Dem- 
©notation Flight* 

Sac. 

1O59.30I Use of production Aircraft In emer¬ 
gencies. 

1059 203 Control of flight test and demon¬ 
stration flights. 

Sub part E—financing of Engineering ond Devel¬ 
opment or “Product Improvement Propotal" 
With Production Fund* 

1059 502 Definition. 

1U59504 General. 

Subpart F—Special Procurement* 

1059.602 Procurement or mobile training 

units. 

1059.603 Procurement of external fuel 
tanka. 

1059 604 Procurement of petroleum prod¬ 
ucts. 

Subport G— lndu*try Preporednet* Meoiure* 
Contract* 

1059.702 General 

Subport I—Termination of Socond Source* 

1059.902 Policy 

Subport J—Funding of Supply Controct To 
Include Production Acceleration Copobility 
and or Production Compression Capability 
Project* 

1059 1002 Definition. 

1059.1003 General. 

Authoritt: ff 1059.201 to 1059.1003 is¬ 
sued under sec. 8012. 70A 8tat. 488: 10 U. 8 C. 
8012, Interpret or apply seca. 2301-2314. 70A 
Star. 127-133; 10 U< S. C. 2301-2314. 

SUBPART B —USE OF PRODUCTION AIRCRAFT 
IN EMERGENCIES AND CONTROL OF FLIGHT 
TEST ANO DEMONSTRATION FLIGHTS 

l 1059.201 Use of production aircraft 
in emergencies —(a) Definitions. The 
term “production aircraft” as used in 
this part refers to aircraft accepted by 
AF plant representatives at the factory 
but not yet delivered to the receiving 
service; it particularly excludes “experi¬ 
mental aircraft.” 

fbl Policy. (1) Hq AMC. may author¬ 
ize the use of a production aircraft for 
emergency flights on official business, 
provided suitable permanently assigned 
aircraft are not available. Authorization 
will be granted for specific cases and 


only for emergency matters of limited 
duration. 

<2> Local flights by AF or contractor 
pilots for the purpose of transitional 
training on the pertinent type of aircraft, 
or for similar related reasons necessary 
in the best interest of the AF. may be 
authorized by the local AF plant 
representative. 

<3 1 In any of the above cases, care will 
be exercised to select aircraft which have 
not been reported as available for de¬ 
livery. Where the case Is deemed to be 
of sufficient importance to warrant the 
use of aircraft previously reported avail¬ 
able. Immediate steps will be taken to 
cancel the availability notice and explain 
such cancellation. 

(4* Care will also be exercised in 
selecting aircraft for such emergency 
missions, to avoid the necessity of pier¬ 
forming a 25-hour or 50-hour check prior 
to arrival at the domestic destination 
designated in shipping instructions. 
Further, steps will be taken to insure 
that no additional expense Is borne by 
the contractor for maintenance or serv¬ 
ice of the aircraft as a result of such 
missions. 

$ 1059.202 Control of flight test and 
demonstration flights.— <a> General. In 
the interest of exercising every reason¬ 
able safety precaution in the perform¬ 
ance of flying these airplanes and to ob¬ 
viate as far as possible criticisms and 
complaints from residents in areas ad¬ 
jacent to the airports from which these 
flights originate, AMA commanders will 
establish and maintain in current status 
such procedures as they deem necessary 
to assure positive supervision of the air¬ 
craft under their respective Jurisdiction. 
They will accomplish frequent and pe¬ 
riodic examinations of the control and 
coordination between their activities and 
contractors under their cognizance to 
assure that any deviation from proven 
practices will be made the subject of cor¬ 
rective action. It is desired to emphasize 
to all military and contractor flying per¬ 
sonnel operating AF aircraft or aircraft 
in which the Government has assumed 
liability for flight risks, the importance 
of recognizing and feeling personally re¬ 
sponsible for the highest passible flying 
safety standards and the maintenance of 
the good will of the general public. 

<b> Policies and procedures . Certain 
rules and principles are basic in main¬ 
taining high flying safety standards. 
Local conditions may require that these 
basic rules be implemented with addi¬ 
tional and more detailed instructions. 
AMA commanders are urged to initiate 
such additional detailed instructions as 
ore considered necessary to control 
flights of ali-craft which are under their 
immediate jurisdiction and to maintain 
close supervision over all such flights to 
assure strict observance of these instruc¬ 
tions. The following rules will be man¬ 
datory: 

(1) Test flights of a routine nature, 
not included In a test-flight program ap¬ 
proved by the Government under a spe¬ 
cific contract, may be made on authority 
of the AMA commander or his designated 
representative. 
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<2> No other test flights or demon¬ 
stration flights will be performed unless 
specifically authorized by either the 
Chief, Aircraft Division, Hq AMC, on 
production aircraft, or the Deputy for 
Operations. WADC. ARDC. on test air¬ 
craft. Such authorized flights will be 
made in accordance with Air Force and 
CAA regulations < unless deviation from 
regulation Is authorized by competent 
authority). Ail requests for test flights, 
other than routine, and demonstration 
flights will be coordinated with the Dep¬ 
uty for Operations. WADC. ARDC, 
prior to authorization being granted. 
Authorization granted will be made in 
writing over the personal signature of 
the authorizing official and will be for¬ 
warded to the contractor concerned 
through the AMA commander exercising 
jurisdiction. 

(3) In addition to the authorization 
required for performing flights pursuant 
to subparagraph (2) of this paragraph, 
pilot and air crew members will not per¬ 
form flight tests or demonstration flights 
unless so authorized in writing by the 
AMA commander or his designated rep¬ 
resentative. (Such representative will 
be designated in writing over the per¬ 
sonal signature of the AMA commander.) 

(4) In all aircraft equipped with two- 
way radio communication, aircraft com¬ 
manders will not attempt flights unless 
two-way radio communication is opera¬ 
tive. All aircraft in flight will maintain 
a listening watch on a designated com¬ 
munication frequency whereby required 
information may be relayed In compli¬ 
ance with the mission and communica¬ 
tion will be available in the event of 
trouble or difficulty. All aircraft which 
are provided with two-way radio com¬ 
munication will have operative trans¬ 
mission and reception on a standard 
Air Force emergency frequency. 

(5) Aircraft will at all times be piloted 
in such a manner as to reflect good Judg¬ 
ment and due consideration for other 
air traffic and public safety. 

<6> All flights will be conducted ac¬ 
cording to AF and CAA flight regulations. 
Deviations from these regulations are 
prohibited except as specifically author¬ 
ized by competent authority for test 
flight and or demonstration flight pur¬ 
poses. A copy of the current issue of 
CAA "Flight Regulations" and CAA 
"ANC Procedures for the Control of Air 
Traffic" will be available in all flight 
operation offices. 

(7) Flying over metropolitan or other 
densely populatod areas will be avoided 
insofar as practical. Approach and 
takeoff lanes, where established over 
populated areas, may be used. 

(8) Normally, all test flying will be 
conducted under VFR conditions and 
during the hours of daylight. However. 
AMA commanders may authorize test 
and acceptance flights under other con¬ 
ditions when deemed necessary to more 
effectively accomplish their mission. 

<9) Formation takeoffs are prohibited. 
Low-altitude flying over metropolitan 
and populated areas or any attempts at 
exhibitionism are prohibited. When 
tests require that low-altitude flying be 
accomplished, it will be performed over 
areas specifically designated for this 
purpose. 
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(10) Acrobatics will only be performed 
according to AF and CAA specified 
mlnimums. 

(11) Takeoffs will be made only after 
proper radio clearances have been re¬ 
ceived from the control tower and or 
according to existing AF and CAA re¬ 
quirements. Takeoffs will be in a normal 
manner consistent with the type air¬ 
craft being flow r n. Turns will not be 
made until a minimum safe altitude is 
reached, and will conform with local 
traffic control instructions. 

(12) Approaches and landings will be 
made In orderly fashion according to 
existing traffic pattern and AF and CAA 
requirements. 

(13) AMA commanders will make 
certain that all practicable rescue equip¬ 
ment is available to insure the safe¬ 
guarding of life in the event of crash 
landings or ditching. This includes ade¬ 
quate air-sea rescue sendee. 

(c) Flights requiring escorts. It is 
AF policy that first flights of experi¬ 
mental aircraft, first flights of initial 
article production aircraft, plus such 
subsequent flights as deemed necessary, 
and ail flights of any test aircraft which 
are of a hazardous nature, or those which 
require observation from another air¬ 
craft to obtain data, will be accompanied 
by an "observer’* aircraft. 

SUBPART E—FINANCING OF ENGINEERING AND 

DEVELOPMENT OR “PRODUCT IMPROVEMENT 

PROPOSAL WITH PRODUCTION FUNDS 

5 1059.502 Definition. For conven¬ 
ience, and by general usage, the term 
"Product Improvement Proposal** is de¬ 
fined as a specified program of continu¬ 
ing engineering and development leading 
to continuing improvement of an article 
in production or the immediate family of 
similar articles, and with respect to air¬ 
frames and equipment, over and above 
changes processed under the Engineer¬ 
ing Change Proposal iECP) procedures; 
1. c. f normal configuration changes, 
safety changes, etc. (as set forth in ANA 
Bulletins Nos. 390a and 391). An engi¬ 
neering change proposal is a medium 
used by the contractor for formally 
proposing and processing engineering 
changes proposed by the contractor or 
requested by the procuring activity. 

I 1059.504 General (a) Product im¬ 
provement will be included in the pro¬ 
duction control by specifying as a sepa¬ 
rate clause in such contract the principal 
engineering items and the amounts of 
money required for each item. 

<b> Product improvement will not be 
used as a subterfuge for preproduction 
funds which are funded under a>separate 
project. 

<c> It Is necessary to distinguish be¬ 
tween the costs of a product improve¬ 
ment program proper, and a change in 
unit costs resulting from a product im¬ 
provement. An increase or addition in 
price of an end article caused by nn 
improvement to the article as result of a 
product improvement program is not to 
be considered as chargeable to the prod, 
uct improvement proposal, but is to be 
chargeable to production costs. For 
example, on an engine, the result of a 
product improvement program may be to 
change the mode) designation from an 


R-xxxx-1 to an R-xxxx-2. The differ¬ 
ence in cost between the -1 and the -2 
is not a product improvement proposal. 
Any cost associated with the procure¬ 
ment of actual parts to retrofit and con¬ 
vert a -l into a -2 is not a part of the 
product improvement proposal and 
would normally be procured out of 400 
Series funds. Only costs associated with 
the -1 procurement for the purpose of 
product improvement which eventually 
leads to the procuring of the -2 engine is 
product improvement. 

SUBPART F—SPECIAL PROCUREMENTS 

S 1059.602 Procurement of mobile 
training units. —(a) Definitions. <1> 
"Mobile Training Unit (MTU)’* consists 
of training aids that are representative 
of major aircraft components, and re¬ 
lated airborne and supporting equipment 
representative of a specific type and 
model of aircraft. 

(2) The primary function of the MTU 
is to provide on-thc-Job training of air¬ 
craft maintenance personnel, as well as 
the familiarization of aircrew personnel 

(3) "General MTU Specification" is a 
specification prepared by Equipment 
Laboratory. Wright Air Development 
Center, which outlines the overall re¬ 
quirements for an MTU and is used by 
contractors as a guide in preparation of 
a detailed MTU specification. 

(4) "Detailed MTU Specification ’ Is a 
documented specification prepared by 
the contractor desc ribin g in detail the 
components of an MTU and containing 
lists of GFP required in construction of 
the various panels of the MTU. The rep¬ 
resentative airplane will be specified in 
the detailed specification. 

(b) Policy. (1) MTU*s will ordinarily 
be procured from the manufacturer of 
the aircraft which the MTU's represent 

(2) Normally, MTU’s will be procured 
concurrently with the aircraft which 
they represent. 

(3) Each MTU will represent a spe¬ 
cifically designated airplane, hereafter 
referred to as the "representative air¬ 
plane." 

(4) At the time of delivery, the MTU 
will accurately portray the systems of the 
representative airplane. 

<5> MTU’s are normally required to be 
delivered 30 days in advance of the 
scheduled delivery date of the repre¬ 
sentative airplane. 

(6) Contractors will be required to af¬ 
ford such priority to the MTU as may be 
required to Insure timely delivery. 

5 1059.603 Procurement of external 
fuel tanks, la) WADC is currently 
standardizing upon external fuel tanks 
in an effort to minimize the number or 
different types of tanks required by AF 
aircraft. It is a Joint responsibility w 
the Directorate of Procurement and Pro¬ 
duction. Hq AMC and WADC to require 
airframe manufacturers to use standard 
AF tanks wherever possible. When a re¬ 
quirement for external fuel tanks exists 
the responsible buyer of the Aircraft ana 
Missiles Division will to the extent prac¬ 
ticable require the appropriate airham* 
manufacturer to use standard tanks for 
the aircraft. 

(b) Where the airframe contractor cs a 
prove that a standard tank is not com- 
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patible, and WADC concurs. It will be 
the responsibility of the airframe manu¬ 
facturer to design a tank for the particu¬ 
lar aircraft based on USAF requirements 
and accomplish Initial supply thereof as 

Such CFE quantity will be limited to 
those installations and spares quantities 
required to support the first fiscal-year 
quantity of aircraft using the new tank. 
At such time as the new design has been 
standardized by WADC and producibility 
established, continuing supply will be 
accomplished as GFAE. 

1 1059.604 Procurement of petroleum 
products —(a) Definition . For the pur¬ 
pose of this section, "petroleum prod¬ 
ucts/* ns used in this section applies to 
all products of petroleum peculiar to air¬ 
craft These materials are further 
divided into the following two categories: 

(1) Category I, aircraft engine fuel 
and oil. and services related thereto. 

(2) Category n, all petroleum products • 
other than aircraft engine fuel and oil, 
and services related thereto. 

<b> Policy —(1) Category /. All types 
of materials in this category necessary 
to be used in connection with AF con¬ 
tracts will normally be supplied as Gov¬ 
ernment-furnished property (GFP). 
The only exceptions to this requirement 
will be where the circumstances sur¬ 
rounding the proposed use or procure¬ 
ment of the materials in this category 
make it manifestly impractical or eco¬ 
nomically not feasible to obtain such 
materials as GFP. Such circumstances 
are construed to be: 

tl) Where the contractor has conclu¬ 
sively established that it would not be 
feasible or practicable to make available 
adequate facilities to handle GFP fuel. 

ill) Where the contractor’s typical 
order quantities would not warrant GFP 
procurement. 8uch typical order quan¬ 
tities .should be less than tank-truck 
capacities, i.e.. less than between 7.000 to 
8.000 gallons of fuel. 

<2> Category //. All types of materials 
of this category required by a contractor 
furnished by the contractor as 

CFP. 


SUB^ART G—INDUSTRY PREPAREDNESS 
MEASURES CONTRACTS 

5 1059.702 General. Industry pre¬ 
paredness measures are of two cate 

gories: 

<a» Plana and data which will provide 
ror the accomplishment of industry pre 
pared ness to meet mobilization produc 
tion objectives. This involves th< 
Determination of such requirements a 
manpower, materials, machine tools, ant 
‘acuities necessary to provide an ade 
quale production structure to meet i 
proposed program and to Insure con 
to^produetkm. These measures ar 
Divided into three types: 

<li Industry security. 

!?! Licensor study. 

“PWHtUwjr measures: 

Production capability. 

. !|.\ production preparedness. 

*iii) Duplicate data. 

ILV i* onomic readjustment. 

ktid^Sl b0tUenecki5 ln Dorati and re 
components by solving productioi 


problems connected with high volume 
output. This category involves proc¬ 
esses, designs, and methods to improve 
industry preparedness and accelerate 
post-M-day production. These measures 
are divided into six types: * 

<1) Reduction of critical materials. 

<2) Development of special purpose 
tools and equipment. 

(3) Development of production 
methods. 

<4> Redesign of items for high-volumo 
production. 

(5) Pilot production. 

<6> Development of processes. 

SUBPART I—TERMINATION OF SECOND 
SOURCES 

$ 1059.902 Policy . <a> Basic AF policy 
dictates the establishment and mainte¬ 
nance of a production base capable of 
orderly and rapid acceleration to mobili¬ 
zation production rates. The policy in¬ 
cludes the retention of second sources 
when it is determined to be in the best 
interests of the Government. When per¬ 
tinent facts and circumstances warrant 
the termination of a second source, the 
policy stated herein will apply. 

ib) Prior to terminating or canceling 
second sources for aircraft, engines, pro¬ 
pellers. or major equipment items such 
as fire control systems, etc., procurement 
personnel will obtain approval from Hq 
USAF. Such approval of the termination 
of second sources for items other than 
aircraft, engines, propellers, or major 
equipment Items will not be required ex¬ 
cept where unusual conditions exist or 
large termination costs are involved. 

SUBPART J —FUNDING OF SUPPLY CONTRACT 

TO INCLUDE PRODUCTION ACCELERATION 

CAPABILITY AND OR PRODUCTION COM¬ 
PRESSION CAPABILITY PROJECTS 

$ 1059 1002 Definitions, (a) ‘’Produc¬ 
tion acceleration capability'* applies to 
devcloiAng capability for rapidly acceler¬ 
ating production of tactical or supporting 
systems to a predetermined peak rate in 
the shortest possible time. 

<b) "Production compression capa¬ 
bility” applies to developing a capability 
for maximum all-out production of stra¬ 
tegic and air defense weapon systems 
during the initial phase of a general war 
(i. e.. first 60-90 days). 

$ 1059.1003 General. The primary 
objective of the Industrial Production 
Readiness Program is to create a flexible 
and responsive production base that can 
readily adjust to current program 
changes and to the special requirements 
of a limited or general war. This objec¬ 
tive can only be achieved It production 
acceleration and or compression projects 
are made a continuing and integral part 
of the appropriate weapon or support 
system development and production 
cycle. The administration of these proj¬ 
ects must be in sufficient detail to insure 
good management and close control at 
all times, including status of funds. 


Part 1060— Production Surveillance 
and Control 

$ 1060.002 Functional areas of pro - 
Auction management as related to pro* 
Auction surveillance and control . The 


following functional areas will normally 
be the responsibility of production or¬ 
ganizations within the air materiel areas 
(including overseas): 

(a) Provide surveillance and control 
of the industrial complex required to 
insure that end items and support items 
on AF prime contracts under the geo¬ 
graphical or product assignment of the 
AF activity, are delivered according to 
the required delivery schedule. 

<1) Insure that action is taken to 
correct difficulties affecting production, 
and render such assistance as may be 
necessary. 

<2> Render assistance to the contrac¬ 
tor and/or to other segments of the 
procurement, production, supply, main¬ 
tenance. and quality control activities 
wherever possible for expediting critical 
materials, provisioning data, compo¬ 
nents. facilities, or tooling to maintain 
the required delivery schedule. This will 
Include expediting contractor-furnished 
equipment on subcontracts when re¬ 
quested. 

(3) Insure that GFP shortages are 
brought to the attention of the ap¬ 
propriate AMC activity and that action 
is taken by thej-esponsible AMC activity 
to alleviate the shortages. 

(b> Determine and catalog through a 
survey application the capability and 
availability of facilities for production, 
maintenance, and modification of AF 
material, including machine tools and 
other production equipment available to 
each manufacturer and the plant’s ac¬ 
cessibility to supplies of labor, raw ma¬ 
terials processes, transportation, and 
other instruments of production which 
would be required for expansion. 

(c) Provide guidance and technical as¬ 
sistance to the contractor In developing 
industrial plans. Including production 
capability and industrial defense plans. 
Provide such guidance and technical as¬ 
sistance and evaluate the contractor's 
effectiveness through regular and special 
surveys and studies. 

(d) Determine the overall status of 
Industrial production within the assigned 
geographical area through observation, 
analysis, and evaluation of Industrial 
conditions, trends, and new develop¬ 
ments in manufacturing materials, proc¬ 
esses, and techniques which have a sig¬ 
nificant effect on the ability of industry 
to meet the production objectives of the 
Air Force. 

<c) 1 Maintain liaison with key person¬ 
nel of industry with respect to production 
planning programs. Through these con¬ 
tracts. keep informed of the latest devel¬ 
opment of management technique in 
relation to industrial production plan¬ 
ning. Assist contractors in determining 
manpower required to meet schedules 
and revised production plans. 

<f> Provide guidance and technical 
assistance relating to producibility 
studies, standardization, product im¬ 
provement, service test, specification and 
requirement evaluation, and engineering 
responsibility throughout the reproduc¬ 
tion and lnproduction phase to insure a 
balance between design and the utiliza¬ 
tion of materials, labor, tooling, plant 
and equipment to achieve efficient 
producibility to meet AF requirements. 
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(g) Maintain a production followup 
and expedite action with the contractor 
and AP activities on all major engineer¬ 
ing changes. 

(h) Acquire and maintain the current 
status of production and industrial ca¬ 
pacity, expansibility, labor, facilities and 
Industrial equipment requirements, pro¬ 
curement and production lead time, eco¬ 
nomic capability, and other data as may 
be essential for ready reference in order 


to accurately forecast production capa¬ 
bility. 

<i> Assure timely compilation of con¬ 
figuration data and listing on weapon 
systems, subsystems, and supporting sys¬ 
tems. Review production ILst s in light of 
all actions and considerations necessary 
to procure, produce, and deliver the items 
to meet a planned program and recom¬ 
mend action to change, substitute, or 
otherwise assure that items contained 







uicreui are procuraDje ana proouc^ble 
with program limitations. 

(See, 8012. 70A SUt. 488; 10 V. 8. C 8012, 
Interprets or applies secs. 2201-2314. 70A 
Blot. 127-133; 10 U. S. C. 2301-2314) 

f seal] Charles M. McDermott 

Colonel. USAF, Deputy Director 
of Administrative Services. 

(P. R. Doc. 58-1512; Filed, Feb. 28. IMS; 
8:45 A. m.J 








